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A European Army? 


W HEN Mr Churchill proposed at Strasbourg last Friday that a 
“European army” should be established, his suggestion was 
received with eager enthusiasm and the Assembly voted by 85 to 5, 
with 27 abstentions, that such an army should be set on foot. In spite 
of this brave reception, it is a little difficult to discover precisely what 
Mr Churchill and his supporters have in mind. There was clearly no 
intention of contrasting a European army with an American army and 
Suggesting that Europe could be defended by European means alone 
—American assistance is universally seen to be essential. Nor does it 
seem possible that the suggestion envisages the dismemberment of 
national armies and the setting up of a new single force, clothed in one 
uniform and staffed by officers chosen indiscriminately from each 
western European country without reference to language or 
experience. The appalling confusion such an innovation would bring 
about would fatally weaken Europe’s resistance at a time when it most 
needs to be coherent and firm. For three years at least—the crucial 
three years—there would be not a European army but no army at all. 
This, obviously, cannot have been in Mr Churchill’s mind. 


Yet there can be no doubt that the Assembly, in its vote, was 
expressing a deeply felt wish of European opinion. The vote reflects 
Europe’s concern at the weakness and the ineffectiveness of the mutual 
defence arrangements that have been made so far. With the hot breath 
of the Russian bear at their back, the delegates looked at their military 
resources and found them wanting. The demand for a “ European 
army ” is a demand that the present shadowy framework of a European 
defence force should now be filled in with the fighting men, the tanks 
and aircraft which alone can give it life and substance. The principle 
of a European army has, after all, been accepted in Western Union. 
There exists at Fontainebleau a High Command built on completely 
international lines. It is the “ war headquarters” of two potential 
theatres of war which have been made to overlap—the original Western 
Union area covering western Europe and the “central European 
region” of the Atlantic Pact. This supreme command would, in 
the event of war, have the national military forces of the member 
states at its disposal. The three services of the five nations would 
serve under Field-Marshal Montgomery, the land forces of the 
five nations under General de Lattre de Tassigny. There is thus 
a “European army” in potential existence such as there has 
never been in any previous period of peace in Europe. Mr 
Churchill, in demanding a “‘ European army,” was not suggesting that 
such a framework did not exist but that, so far, it had signally failed 
to provide an adequate structure of European defence. The need is 
not to create still another paper organisation—there are too many 
already—but to breathe life into the embryo that already exists. 
Fontainebleau should not be superseded ; it should be given authority. 
It should be converted from an idea into an army. 


There are three practical things that could be done almost at once. 
The first is to remove the ambiguity that still hangs over the degree 
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of American and Canadian participation in the defence 
of Western Europe—an ambiguity that can only be 
increased by the unfortunate use of the phrase “ Euro- 
pean army,” however natural it may be in a Strasbourg 
context. The actual text of the Atlantic Pact lays it down 
that the United States and Canada shall participate “ as 
convenient” in the strategic planning of the “ central 
Eypopean region.” They should now become full part- 
nefs. If this entailed the appointment of an American 
general to succeed Lord Montgomery, then (without any 
disrespect to the Field-Marshal) so much the better. 
The second thing that could be done now would be 
to give the joint defence organisation some authority 
over what is done, or not done, in each of the member 
countries. There is a tendency at present for decisions 
to be taken in committee for the execution of which the 
central organisation has no assurance at all. It is easy 
for Defence Ministers to meet and agree and make 
pledges and then return home only to find political 
pressures and economic exigencies and financial strin- 
gencies too much for them. It has been formally agreed 
that defence is to take precedence over economic 
policy ; but no European courtry is in fact acting as 
if it meant it. This is, of course, basically a matter of 
stirring up public opinion. But a great deal of good 
could be done if an officer of high rank and personal 
authority were appointed as Inspector-General, with the 
right to follow up in each of the participating countries 
the execution of agreements reached at Fontainebleau 
or elsewhere. It is not only a question of the munitions 
of war. Here, indeed, American aid may play a pre- 
dominant part. The promises that have gone unfulfilled 
in the past have often concerned aspects of defence which 
national governments alone can determine. Such, for 
instance, is the provision of cadres, of NCO’s, of 
facilities and proper support for local training. So 
frequent have the divergences been between promise and 
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realisation that there is urgent need for the appointment 
of someone whose task it would be to check performance 
against promise and keep pressure upon governments 
whose temptation may still be to default. 


The third and the most important thing that can 
be done is to give the Supreme Commander some troops, 
This, surely, is what is chiefly meant by the creation of 
an Atlantic, or European, army. It does not mean 
that the whole of each national army should be trans- 
ferred to the authority of Fontainebleau. National 
governments would insist on continuing to recruit and 
train and control their armies—and it is right that they 
should do so. Moreover, most of the governments con- 
cerned have military responsibilities outside Europe. The 
clearest way of envisaging what is required is to say that 
Shaef should be reconstituted and that each of the 
governments should place at the disposal of the Supreme 
Commander, as they then placed under General 
Eisenhower’s command, as many fighting formations as 
they could. This conception fits in with the eminently 
reasonable desire of the French Government to see more 
American and British divisions stationed in Europe. The 
most urgent need of the moment, indeed, is that the 
defence forces of the western nations should be re- 
grouped in fighting formations. The demand for a 


European army, in fact, is a demand that there should be 
an army in Europe. 


Here is an eminently practical, urgent and realistic 
piece of “ closer union in Europe ” which raises none of 
the awkward issues of vested interests that haunt the 
Schuman Plan and other economic schemes. It is, in 
essence, simply a proposal to take up the armed co- 
operation of the free nations at the point where it was 
dropped in 1945. The European Assembly deserves the 
fullest support of public opinion in its attempt to put 
the whole subject on the agenda for immediate action. 


The Divorce Laws 


HERE are few branches of the law which are in | 


closer contact with the social customs and personal 
beliefs of the people than divorce. Undoubtedly this is 
why the divorce laws are under such constant pressure 
for change. The impetus for change comes from three 
directions. The first is public opinion itself. Since it is 
chiefly concerned with broad principles, it is rather a 
blunt instrument of reform ; but it is a powerful one, 
and has directly inspired at least one Act of Parliament. 
The second is the departmental committee ; over the 
last two years a number of minor but important changes 
have been made as a result of the last of such committees, 
the Denning Committee. The third source of change 
in the law is the decisions of the courts themselves. More 
than any other court, the divorce court is constantly 
reconciling the claims of the individual with the claims 
of society, a process which inevitably produces change 
in the law itself. At the moment, there are two fields 
in which alterations are either being urged or are taking 
place. The first is a growing public demand for some 
change in the rights to divorce possessed by coup!es who 
are already separated. The second is concerned with 
cruelty. In the last month or so the courts have been 
faced with some difficult problems where cruelty is 
alleged as a ground for the dissolution of a marriage. 


Cruelty has always been a ground for some relief in 
the divorce court. Originally it justified a judicial 
separation. Since the Marriage Act of 1937 it has been 
a ground for the dissolution of a marriage. In mairi- 
monial proceedings it was defined by the Court of 
Appeal, in 1897, as 


conduct of such a character as to have caused danger 10 
life, limb, or health, bodily or mental, or as to give rise 10 
a reasonable apprehension of such danger, 


a useful definition, from a public point of view, since it 
does not tie subsequent judges too rigidly. The problem 


that has faced the judges recently has been how far the 
element of intention is necessary. 


In the autumn of 1948, a wife went out for an 
evening leaving her husband in charge of their one child, 
aged eight. When she returned she found that the 
husband had strangled the child and had attempted, 
unsuccessfully, to commit suicide in the gas oven. The. 
husband was tried for murder and found “ Guilty but 
insane,” and is now in Broadmoor. The question before 
the court was whether the wife was entitled to a divorce 
on the grounds of her husband’s cruelty. His acts had 
been cruel, but had they been intended to be cruel, in 
the sense that the husband was aware of all their natura! 
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consequences ? In any case, did that matter? In a 
second case, heard this summer, a petitioning husband 
had almost the reverse story to tell the court. His wife 
showed what was described as a complete disregard for 
her family. She stayed in bed late, failed to prepare 
meals, neglected all her normal duties and left the child 
of the marriage to be cared for either by her husband 
or her mother. Did her conduct amount to cruelty, when 
it was so negative that it could hardly be described as 
having any intention behind it at all? The answer of the 
court was in the first case to give the wife her divorce 
and to refuse it to the husband in the second. These 
judgments were obviously grounded in common sense, 
but can they be considered logical or consistent ? 


* 


It is easy enough to distinguish the two streams of 
thought in the minds of the judges. It is clearly not 
their business to make divorce too easy, or to relax the 
requirements laid down by Parliament. As Lord Justice 
Denning said in this second case “. . . if the door of 
cruelty was opened too wide, we should find ourselves 
granting divorce for incompatibility of temperament. . . .” 
Lord Justice Asquith said very much the same thing in 
an earlier case— 

the husband cannot be absolved from neglect and want of 

consideration for his wif¢, but this is a charge which thou- 

sands of spouses would proffer against each other with 
abundant justification but without hope or prospect of 
receiving legal relief. 
On the other hand, to quote the judgment, that of Mr 
Justice Pearce, in the case of the husband who 
murdered the child, 

... to withdraw from the ambit of legal cruelty conduct that 

is intolerable but is due to insanity is to make the court 

powerless to help in cases where help is most needed. 

Yet the essence of insanity is lack of intention. The 
dilemma is increased by the rigid parliamentary defini- 
tion of the insanity needed to justify a divorce on that 
ground alone. It must be incurable insanity and the 
insane spouse must have been under care and treatment 
for at least the five years preceding the presentation of 


the divorce petition. The courts are now in the position . 


of having laid it down that a man may be responsible 
for all his acts, intended or not, in one court, the divorce 
court, but not in another, the criminal court. Perhaps 
the courts will only regain their capacity to be logical 
when they are empowered to dissolve a marriage if 
the conduct of, or circumstances surrounding, one 
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spouse make it impossible for the other spouse to 
continue the marriage in more than name. 


The same kind of situation is at the root of the 
agitation for greater freedom of divorce among those 
who are legally separated. Divorce can be obtained if 
one spouse deserts the other for three years, but the 
courts, again logically, have been bound to hold that if 
the parties are legally separated, either by voluntary 
agreement or court order, neither can thereafter be said 
to be deserting the other. But the practical disadvantages 
of this are considerable. A wife deserted by her husband 
is usually left without much money. She goes to the 
public court for a separation order because it normally 
contains a provision requiring the husband to pay 
weekly ‘maintenance, and a magistrate’s order to pay 
money is more easily and speedily enforced than one 
which has only a civil sanction behind it. But once 
the order is made, the wife can no longer obtain a divorce 
for desertion. She could in most cases obtain one based 
on adultery, if she could prove that adultery. It is easy 
to prove desertion: the evidence of the wife is sufficient. 
It is far less easy, and far more expensive, to prove 
adultery. In addition, to complicate the issue, there is 
that body of spouses, legally separated, who have no 
intention themselves of marrying again, and every 


intention of preventing their legal partners from doing 
anything of the kind. 

It is not very satisfactory to find that the divorce court 
is driven to apparent inconsistency, that it is able to 
treat insanity that has a “cruel” manifestation as a 
ground for an immediate divorce, whereas insanity of 
another kind may leave an equally deserving spouse with 
five years to wait. It is essential that the community 
should put up a stiff ring fence to deter the bored, the 
lazy and the promiscuous from believing that their own 
lack of discipline is full justification for release from their 
existing liabilities. This was recognised in the 1937 Act 
when it was laid down by Parliament that divorce could 
be granted during the first three years of marriage in 
only the most exceptional cases. It is arguable that the 
three-year period is too short. Yet public opinion has 
gradually come to accept the idea that, if divorce is to 
be permitted at all, it is better that it should be based 
on the fact. that the marriage has foundered, as estab- 
lished by one or more of a number of legally accepted 
tests, rather than that a divorce should be regarded as 
the “ right ” of the one party who has contrived to appear 
the more “innocent” or less blameworthy. : 

If the divorce laws are ever investigated by another 
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Commission, or made the subject of another Parlia- 
mentary Bill, it is surely time to consider whether the 
courts should not be given the right to dissolve a 
marriage which is beyond doubt at an end as a fact, and 
yet where the cause of that ending may not fit into any 
of the categories that parliamentary skill has laid down. 
The courts, faced with the postwar flood of divorce 
petitions, have showa themselves capable of defending 
the public interest in continuing marriages where there 
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is the slightest chance that the marriage can be saved. 
But, at the moment, they cannot refuse a divorce to a 
spouse who proves a single act of adultery on the part 
of the other, while they may not be able to release a 
spouse married to an insane murderer because he or she 
may be unable to prove that the insanity is incurable. 
It is arguable, to say the least, that the institution of 
marriage would be strengthened, not weakened, by 
relieving the courts of these absurd restrictions. 


The Hotel Industry 


b fm report of the Catering Wages Commission on 
its inquiry into the operation of the Catering Wages 
Act in the hotel industry* is a most disappointing docu- 
ment. It will be recalled that the Commission were asked 
by the Minister of Labour last December to review the 
working of the Act “ as a matter of urgency.” Since the 
Act is a particular pet of the Ministry of Labour, the 
request itself could be regarded as an admission that 
something was badly wrong. The Catering Wages Act 
has, in fact, turned out to be a prime example of the sort 
of mess that rigid and unimaginative government inter- 
vention can make of an industry. 

The Act originated with Mr Bevin, who was anxious 
to extend the benefits of trade unionism and collective 
bargaining to what was a largely unorganised trade. The 
aim was in itself a good one. But the difficulty was 
—and is—that there are neither trade unions nor 
employers’ organisations that can properly speak for 
the industry. On the union side, what happened was that 
three of the general unions made a treaty partitioning 
the country and started to try to recruit members from 
the hotel industry—in which they have largely failed. 
On the employers’ side, the representative bodies were 
very heavily weighted by the big London hotels, whose 
proprietors knew no more about the conditions of work 
in the small country inn or the seaside hotel than the 
unions did. The result of their collaboration—and the 
report shows that the orders have been, in the main, 
agreed documents—was a wages code of the most 
fantastic complexity, intelligible only by trained accoun- 
tants and appropriate only to large metropolitan hotels 
which, with their specialised staff and shift-working 
methods, can be run more or less like industrial factories. 
It is hardly possible to realise the absurdity of the Wages 
Orders without reading, in the Appendices to the Com- 
mission’s report, the 28 pages of complex detail that were 
actually enforced on the licensed section of the industry 
and—even more egregious—the 26 pages (including, 
among other things, definitions of 86 grades of workers, 
of which some are as exotic as Chef-Entremetier and 
Commis-Saucier) that it was solemnly proposed to 
enforce on the 80,000 or so unlicensed establishments, 
most of them one-woman boarding houses. 

The objection, from the point of view of public policy, 
to the results of this interference is not that it has raised 
the earnings of workers in the hotel industry, many of 
which were unreasonably low. Nor is it any more 
objectionable in the hotel industry than in any other that 
wages regulation should have raised the costs, and there- 
fore the level of charges, in the industry. Hotels as a 
whole have been prosperous enough in these last few years 
to be able to absorb such part of the added costs as they 


* Cmd. 8004. 5s. net. 


were unable to pass on to the public. At least for the 
present there is no need to waste any tears on the hotel 
proprietor—though the story may be very different if 
ever the present record volume of business falls off, for 
the rigidity of costs imposed by the Act, fully as much 
as their height, may play havoc with an industry which 
is in any case very susceptible to depression. 


The public objection lies far more strongly against 
the effects of the Act—or rather of the Wages Orders 
made under it—in lowering the standard of service. If 
the hours of work exceed 48 a week, or are spread ovet 
more than 12 hours in any one day, there are penalties 
of progessively increasing severity to be paid. The result 
is that the proprietor of a small hotel where shift working 
is impossible is almost compelled to limit the service he 
provides for his guests to the same hours, which may be 
suitable for a factory but do not fit a residential hotel. 
This is bad enough ; but the height of absurdity in 
treating a domestic industry as if it were a factory is 
reached in two other provisions of the existing Order. 
One of these is the provision that any hotel worker who is 
asked to work on a Bank Holiday shall be paid double 
time for the day and in addition given an extra day off, 
or a day’s wages in lieu—in effect triple time. This pro- 
vision was copied from the wages code for factory 
canteens, where it is reasonable enough. But many, 
probably most, hotels and their workers expect to be at 
their busiest on Bank Holidays. The provision is equiva- 
lent to insisting that a night watchman be paid triple time 
because he has to work at night. The other, and perhaps 
the most absurd of all the provisions, is that, in fixing 
wage rates, no account at all is taken of the fact that some 
hotel workers do, and others do not, receive tips. It 
should be appreciated that there has been no attempt to 
abolish or even to discourage the practice of tipping— 
indeed there would be the most strenuous objection from 
the workers’ side if there were. It is simply that in an 
excess of sentimentalism the Commission decided to 
pretend that what manifestly does exist does not. The 
obvious result is that “ front of the house ” staff can now 
make very much better livings that, for example, kitchen 
staff, who are consequently very difficult to recruit, s0 
that the aspect of British hotel-keeping which needs most 
encouragement is in fact most prejudiced. 


In these circumstances, it was surely the duty of the 
Commission to go back to the beginning and see the 
whole ee in perspective. And it is precisely in this 
respect that their rt is most disappointing. It con- 
tains a number os useful cocnunaiennaaia aad hat the 
industry should be divided, not as between licensed 


and unlicensed establishments, but as between “ large 
London,” “ large provincial * and “ small establishments 
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wherever situate”; that the Wages Board should be 
assisted by committees “confined to persons actually 
and actively engaged in the hotel industry” and not 
drawn from the representatives of the organised interests 
who constitute the Board itself; that the “ spread. 
over” should be increased to 14 hours; that the 
“ emergency ” provisions (which can result in its costing 
the employer the best part of a pound to have the front 
door bell answered late at night) should be reconsidered ; 
that work on a Bank Holiday should be paid at plain 
time rate ; and so forth. 


These will all be useful, and will remove some of the 
more glaring absurdities. But they are relatively trifling. 
Of fresh thought on the major issue—which is how 
exploitation of the workers in the industry can be pre- 
vented without impeding its smooth working—there is 
very little sign. Even on the vexed question of tipping, 
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though the Commission come very close indeed to 
admitting that they were wrong three years ago, they can 
only recommend that “a joint national committee ” 
(presumably of the same old unrepresentative organisa- 
tions) should be established to examine it “as a matter 
of urgency.” 


Perusal of the report leaves on the mind the depressing 
reflection that the planned economy is not fitted with a 
reverse gear. It can make mistakes ; it is even prepared 
to collect and print the evidence to prove that they are 
mistakes ; but there is very little possibility of acknow- 
ledging any errors, and virtually none at all of putting 
them right. What is missing from this report is the moral 
courage that would be required to admit that the whole 
scheme of the Catering Wages Act was conceived in a 
romantic cloud of misinformation and that it needs 
thinking out again from the start in a spirit of realism. 


Chinese in South-east Asia 


H°” does the new Chinese People’s Republic look 
to the Chinese communities of South-east Asia ? 
The role that it will play in world affairs will very largely 
depend on whether or not it can enlist them as allies. 
They are outside the territorial frontiers of China and 
cannot be directly coerced by the Chinese Communist 
power as long as its troops do not go beyond those 
frontiers ; they are free to choose how far they will 
support the revolutionary regime now established in 
Peking. At first sight, it might seem that their prevailing 
interests and sentiments would make them in general 
strongly anti-Communist. They are predominantly 
bourgeois in social composition. The typical Chinese of 
South-east Asia is engaged in private business, large or 
small, and retail shopkeeping is the occupation he has 
made specially his own. Very few of them are settled 
on the land—the problem of peasant squatters in Malaya 
being a special and recent development—and_ the 
agrarian reform appeal of the Communists in China 
therefore hardly applies to them. Even those Chinese 
of South-east Asia who have remained wage-labourers 
generally enjoy a higher standard of living than the corre- 
sponding grades of workers in China and might be 
expected to lack enthusiasm for the recent news that 
textile workers in Shanghai had voluntarily asked the 
Communist authorities for a reduction of their wages. 


But these emigrants may prove to be much more pro- 
Chinese than anti-Communist. The overseas Chinese 
have always looked upon China not only as the homeland 
of their race, but also as the power which should support 
and protect them in their exile. It is true that their 
emigration from China has been voluntary, that many 
of them have found a range of opportunity and 
have achieved a prosperity which would never have 
been possible for them in their own country, and 
that very few of them have shown any inclination 
to return to it. Their direct practical concern is 
with the economic and political affairs of the countries 
Wherein they have settled rather than with the national 
destiny of China. Nevertheless, they retain a sense of 
separateness from among whom they live, a 
sense of being Chinese and therefore, by traditional habit 
of mind, of being superior to’ all non-Chinese, particu- 
larly to the inhabitants of South-east Asia, 1 


were formerly tributary to the Chinese empire. in two 
countries the Chinese are so numerous that they consti- 
tute a rival nationality—in Malaya, where they number 
nearly half the total population, and in Siam, where they 
are about a fifth. Elsewhere they form strong local 
groups, but are heavily outnumbered by non-Chinese in 
the population totals ; in Indonesia, for example, there 
are more than a million Chinese but their percentage 
in the total population is only 2 per cent. 


x 


The separateness of the Chinese has recently tended to 
be accentuated rather than to diminish. Chinese families 
which have been settled in South-east Asia for several 
generations have indeed in many cases been more or less 
assimilated to the local population; they have inter- 
married with the natives and have sometimes even lost 
the use of the Chinese language. With Chinese 
emigrants of the first and second generations, not only 
has the process of assimilation not yet had time to work, 
but it has been definitely reversed by two factors due 
to the growth of nationalism of the modern type through- 
out Asia. On the one hand, the native peoples of South- 
east Asia have become increasingly conscious of 
nationality and have in consequence begun to view the 
unassimilated Chinese as aliens with a new sharpness of 
definition. On the other hand the Chinese themselves 
have also become more nationally conscious and for 
several decades the Chinese national authorities, which 
formerly took little or no interest in Chinese who had 
once left the shores of China, have been trying to exer- 
cise rights of protection over the overseas Chinese 
communities. They have persistently maintained the 
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The Index to Volume CLVIll of The Economist (Jan.-june, 
1950) should by now have been published. The delay, 
which we regret, is one of the results of the continuing ban 
on overtime imposed by the London Society of Compositors 
in May. An announcement will appear as soon as the Index 


4s ready ; this is unlikely to be before the end of September. 
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doctrine that persons of Chinese descent born abroad, _ 


as well as emigrants born in China, are Chinese citizens, 
entitled to the good offices of the local Chinese consul— 
and amenable to his authority. 


The Chinese of South-east Asia, finding themselves 
regarded as subjects by the local governments (whether 
western colonial or native authorities) and as outsiders 
by the native inhabitants, have looked more and more 
to the Chinese consuls and to the power and prestige of 
the Chinese state to gain or preserve for them the rights 
and the status to which they aspire. They desire, there- 
fore, that China shall be as strong and independent as 
possible ; for every increase of Chinese national power 
and prestige strengthens their own position as Chinese, 
while every weakening or humiliation of China 
diminishes it. Hence the overseas Chinese have been 
from the beginning of the century enthusiastic supporters 
of every political movement which has aimed at the 
’ creation of a modernised and efficient unified China and 
has appeared likely to attain that end. They provided 
Sun Yat-sen with most of the funds for his revolutionary 
organisation which grew into the Kuomintang, and in 
the ‘twenties they 
continued to back the 
Kuomintang in its 
struggle against the 
North China “ war 
lords.” When the 
Japanese invaded 
Chima they boycotted 
Japanese exports, even 
though it meant cut- 
ting off from Malays, 
Indonesians or 
Filipinos the cheap 
consumers’ goods 
which Chinese traders 
and shopkeepers had 
distributed. They 
looked forward to the 
emergence of China 
as a Great Power after 
the defeat of Japan, a 
Great Power able not 
only to strike awe into an i dent Siam or Burma, 
but to be tough with British, Americans, French 
and Dutch. . 


By comparison with this dream postwar Kuomintang 
China was a sorry failure. Plunged in administrative 
chaos and monetary inflation, it exhibited a humiliating 
dependence on American aid and was unable to talk to 
the world in the “ high astounding terms ” expected of 
it. A revulsion of feeling against it transferred the 
allegiance of the younger generation of overseas Chinese 
more and more to the new rising power of the Com- 
munists, which not only displayed a capacity for 
ruthlessly efficient government, but used a language of 
beld defiance and invective towards all the nations of 
the west outside the Soviet bloc and towards all the 
governments under which the overseas Chinese lived. 
When the Chinese Communists, with complete impunity, 
bombarded a British warship and held it captive in the 
Yangtse for many weeks ; when the Americans after 
supporting the Kuomintang and maintaining a military 
‘. mmission and naval base in China abandoned the field 
to the hostile Communists ; when Britain after extend- 
ing de jure recognition to the Peking Government sub- 
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mitted to the indignity of being made to bargain as , 
suppliant for the precious privilege of being allowed to 
have diplomatic relations with the celestial empire—then 
all patriotic Chinese had to admit that here at last was a 
Chinese government which could put foreigners in their 
place. 


It may be objected that this new Chinese truculence 
does not apply to Russia, and that the “ People’s 
Republic ” has defied Washington and London only at 
the price of a degrading subservience to Moscow. This 
is perfectly true, but as far as publicity goes it cannot be 
denied that the Russians have been far more discreet 
than the Americans were in the period of their influence. 
In a country where “face” is notoriously of primary 
importance, Russia has been careful to avoid hurting 
Chinese pride by any such public statements as the 
reports made by Generals Marshall and Wedemeyer 
after their missions to China. Further, it has to be 
remembered that, wherever Russian domination may 
have extended in the past or the present, it has never 
yet reached South-east Asia, and it seems remote and 
unreal there compared with the recent or contemporary 
rule of western 
countries. 

: There is, moreover, 
o-*> am Areas of Chinese a further reason why 
7 BF concentration Communism makes a 
strong appeal to over- 
seas Chinese on 
nationalist grounds. As 
long as they were 
organised only in 
branches of the Kuo- 
mintang, a specifically 
Chinese party, which 
could never have non- 
Chinese members, they 
were cut off from the 
possibility of leading 
organised bodies of 
the non - Chinese 
peoples. But Com- 
munism being 
theoretically inter 
national, Communist parties can be formed in 
Malaya, Siam or Indonesia, including both Chinese 
and non-Chinese members. The Chinese can be 
sure of playing the dominant—or at least a very 
influential—part in these parties, because of their 
initiative in them and the prestige of China as 
the model and promoter of Communism throughout 
the Far East. 


* 


Success in this direction is still limited by the 
suspicion which the native peoples have for 
organisations run by Chinese; so far in Malaya. 
for example, Communism has remained essentially 
a Chinese movement with very few Malay adherents. 
But under more favourable conditions Communism 
could be in South-east Asia an effective instrument 
of Chinese domination without direct affront 
local nationalisms. Just as in Europe the inter- 
national character of Communism has facilitated 
the national ascendancy of Russia, so in South-east 
Asia it might be made to serve a new imperial 
expansion of China. ae ERS 
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NOTES OF THE WEEK 


Korea and Formosa 


Very heavy fighting has continued all through the week , 


along the United Nations’ defence line on the Naktong 
River. The North Koreans have continued to establish 
bridgeheads across the river and their great superiority in 
numbers continues to stretch the resources of the American 
forces almost to breaking point. Nevertheless, the weck’s 
fighting has given some further proof of growing American 
strength and mobility. The counter attack at Chinju has 
been pressed forward, local initiative has been recovered near 
Pohang, which was lost to the invaders last week, and rhe 
mustering of an enemy attack upon Taegu has been dis- 
organised by the dropping of 1,000 tons of bombs on a 
concentration of some 40,000 North Korean troops asseinbled 
in the neighbourhood of Waegwan. For the first time a 
note of doubt has crept into Communist exhortations: the 
North Koreans have been told they must win before she end 
of August brings further reinforcements to the United 
Nations. 


Kobe. 
4 
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If the military front shows some signs of growing st2bility, 
the diplomatic background to the Korean war remains 
obscure and indeed disquieting. Mr Harriman’s visit to 
General MacArthur has led to no clarification of the official 
American attitude towards Chiang Kai-shek. Mr Attlee, in 
a reply to Mr Fenner Brockway, has bluntly stated that 
Britain's undertaking to give military assistance does not 
extend to Formosa. Meanwhile, the fear has grown that 
the Russians may be able to push Mao Tse-tung into 
launching his invasion of Formosa. Their hope is that the 
Americans would then find themselves with two wars on 
their hands, one within the framework of the United Nations 
and backed by world opinion and another, in support otf 
Chiang, which would be fought alone. If it is true that 
blundering American diplomacy bears the major share of 
blame for permitting such a dangerous situation to arise, 
it is also true that it is fully as much to Britain’s incerest 
as to America’s to bring it to an end. 


* * * 


The Real Debate at Strasbourg 


_ _A clear geographical division of opinion has now made 
itself apparent at Sreacbaie. On the one hand are the 

fringe states” of Europe—Britain and the Scandinav‘an 
countries—on the other the. continental powers—France, 
Italy, Germany and the Benelux Union. all the fringe 
States, the experience of government in the last thirty years 
has been reasonably reliable and coherent. Nor have they, 





with the exception of Norway, suffered deeply and directly 
from enemy occupation and all the dislocations of administra- 
tion it brings about. For them, national government is still 
an orderly process providing the best method of securing 
democratic control and the representation of interests. 


The continental communities have experienced three very 
different decades. Unstable coalitions, cynical administra- 
tion, long occupation by the enemy with varying degrees of 
local collaboration—all these have undermined the authority 
of government among influential groups of opinion and the 
desire has grown to escape from “ the idiocies of sovereignty ” 
by by-passing government altogether. What seems a safe- 


guard of democracy in Britain or Sweden is a mockery of 
it to France. 


It is this profound division of opinion and indeed of 
emotion that explains the inability of the British delegation 
to make contact with the mood of continental Europe. Dr 
Dalton might in any case prove somewhat unadept at 9 task 
demanding tact and the appreciation of atmosphere. But 
the British Conservatives are in no better case. The French 
have demonstrated a fierce and angry opposition to the rival 
version of the Schuman Plan put forward by the Conservative 
members of the British delegation and denounce it as a 
“plot” to emasculate the Schuman Plan by removing its 
essential feature—the by-passing of governmental control. 
This issue, in fact, has appeared in all the debates, whether 
they have turned upon the Assembly’s relations with its 
Committee of Ministers, upon the European Army, or the 
Schuman Plan. The British and Scandinavian delegates 
have pleaded repeatedly for the responsibility of government, 
their continental neighbours as resolutely against it. This 
has become the real deadlock in Europe. 


* * * 


Parliament Recalled 


Once again August has proved itself to be a month of 
crisis. Once again the Prime Minister has proved his infinite 
capacity for turning crisis into anticlimax. It was argued 
with some force before the House of Commons adjourned at 
the end of last month that Parliament ought not to be in 
recess until October 17th, since the war in Korea was 
obviously compelling the Government to take big decisions 
on defence policy. Mr Attlee and Mr Morrison then replied 
that the Government would certainly recall Parliament if the 
circumstances demanded it, but the leisurely way in which 
they have redeemed their promise—with a whole mouth to 
elapse between the notice of recall and the assembly of 
Parliament—destroys any psychological effect the recall wight 
otherwise have had. 


It is assumed that Mr Attlee’s reasons for refusing to accept 
the arguments of Mr Churchill and Mr Clement Davies for 
an earlier recall, pressed in person for an hour and a half on 
Wednesday, were that the full implications of the new defence 
programme, and its effects on the country’s economy, have 
not been worked out. There might be some substance in 
Mr Attlee’s view if people could have some confidence that 
the Government’s plans, when completed, would match the 
situation. But memories of three summers ago, when the 
Government refused to recall the House of Commons at all, 
and when the British people, who had been keyed up to 
expect a plan for economic salvation, were let down with a 
series of small ineffective measures, are not reassuring. More- 
over, a meeting of Parliament before the Government com- 
pletes its plans might well strengthen its hands, since 
members would voice the people’s anxiety that the action 
taken should be adequate. Instead, the old Repro ong 
Festival-of-Britain mentality—the belief that all is rigut wi 
the British way of life—seems to be ruling the Government. 
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The effect on public opinion here can only be to lull it into 
a false sense of security. In the United States the impression 
will be given that the British Government still does not fully 
realise that today speed is the essence of a successful defence 


policy. 


* x * 


Higher Civil Servants’ Pay 


The Government has relented towards its higher civil 
servants and from October 1st, 1950, they will receive the 
first instalment of the higher pay they were due to receive 
in October, 1949, and which was snatched from them a week 
or two before this date as one of the first fruits of the 
devaluation crisis. Anyone who knows the burden borne by 
this small and overworked band of men and women will 
admit the justice and wisdom of this step. Since 1939 the 
salaries of the heads of Government departments have risen 
by only 17 per cent and of their deputies by 14 per cent. 
In common with other professional workers they have had to 
meet the higher cost of living ; unlike most other workers 
they have also had to shoulder a far heavier load of responsi- 
bility since the role of central government has changed so 
radically over the past eleven years. To expect so much from 
these men and women and to give so little in return was 
patently unfair. 


Below are compared the new range of salaries, which were 
recommended by the Chorley Committee in September, 1948, 
and the present and prewar rates. The effect will be to 
increase the top grade by 50 per cent over 1939 and the 
maximum of the Assistant Secretary grade by 334 per cent. 


ee — pn Oe ane 


1939 Present New Rate 


£ £ 
Permanent Secretary — ...+++.....0eees0s 3,000 3,500 4,500 
emma: Giaaieate ss as ceecctsaaut 2,200 2,500 3,250 
Clader Secretary «+ <<.ccccdsccuse-vecesses ' 2,000 2,500 
Assistant Secretary 
(maximum of scale) ................4 1,500 1,700 2,000 


* No comparable Grade 


In theory, at least, it should be possible to implement these 
increases without stirring up a storm of salary demands out- 

_ Side the Civil Service, since at the time of their acceptance 
the Government stated that the Chorley recommendations 
were consistent with the White Paper on Personal Incomes. 
Inside the Civil Service, however, the decision is likely to 
have immediate repercussions. 


The First Division Association has been fighting a long 
battle with the Treasury over increases in salaries for the 
lower ranks of the administrative grade—principals and 
assistant principals. This ended in stalemate in March of this 
year when the Civil Service Tribunal refused to deliver judg- 
ment in the case put up to them. The decision to increase 
the salaries of the top grades will certainly stimulate the 
First Division Association to return to the attack. Other 
associations representing senior professional civil servants are 
almost certain to do the same. 


* * * 


Inflation in Europe 


One of the tasks of the Organisation for European 
Economic Co-operation is to survey the internal financial 
policies of its member states and by analysis, information 
and encouragement to attempt to guide them towards the 
financial stability which they have accepted as part of their 
obligations under the Marshall plan. A first report on 
Europe’s financial stability was issued rather less than » year 
ago and now a new report has been published surveying 
conditions in 1949 and early 1950. The period is admittedly 
a difficult one in which to study financial stability since the 
major upheaval of general devaluation occurred in the middle 
of it and the consequences of that change have not yet 
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worked themselves out. Indeed, one of the difficulties tha 
has beset the experts in their examination of each index o 
internal stability is the impossibility of deciding whic} 
phenomenon is responsible for what consequence. As the 
report remarks, d propos the relation between balance of pay- 
ments and internal financial stability : ) 


It is difficult to disentangle the effects of each country 
internal financial situation on its balance of payments from 
the effect of the devaluations or of the changes in worl 
and United States demand and prices or of the liberalisation 
of intra-European trade. 


Nevertheless, the report reaches some provisional cop- 
clusions. The era of acute inflation has passed, but stability 
in most states is still precarious. Prices began to fall zener- 
ally in 1949—on an average by between 2 and 6 per cent 
Pressure of demand slackened and although very high rates 
of investment mentioned throughout Europe—rg per cent of 
the national income was the average—more goods reached 
the private market, largely, no doubt, because domestic pro- 
duction increased by about 10 per cent in 1949 and by a 
somewhat lower percentage in early 1950. Industrial 
employment was maintained everywhere except in Beigium 
and it is clear that the report, taking into account this 
almost universal absence of “ slack ” in the economies, thinks 
it only too likely that inflation could return to most countries 
either as a result of their efforts to maintain investment once 
Marshall aid has ceased or as a result of greater defence 
programmes. It is true that devaluation has not been the 
signal for strong inflationary pressure and post-devaiuation 
prices have risen slowly except in Austria. Yet a general 
rise had started by the beginning of 1950 and clearly only 
large increases in productivity and vigorous checks on 
unnecessary spending can prevent the defence effort from 
ushering in another inflationary phase. 


* * * 


Protagonists at Geneva 


The discussions on full employment have provided the 
United Nations Economic and Social Council with one of 
its most lively and profitable sessions. In addition to the 
government delegations, those who took an active pail 
included representatives from international technical bodies 
—such as M. Gutt of the*International Monetary Fund— 
and Mr Nicholas Kaldor, who spoke in his private capacity 
and as a member of the original group of six economisis who 
drafted the Uno report on full employment. It was this 
report which formed the basis of the discussion at Geneva. 


There were two main trends in the criticism of the report. 
First were the protests from the delegates of under-developed 
areas—India and Brazil—who argued that the experts had 
not paid enough attention to the problem of “ under- 
employment ” which in their countries took the form of 
excessive agricultural populations and insufficient oppot- 
tunities for those trained as white-collar workers. Mi 
Kaldor, speaking for the experts, met their complaints with 
sympathy and was ab!e to enlist the support of these critics 
when he came to deal with the second line of attack on the 
report. 

Among the policies advocated by the experts was reform 
of the International Monetary Fund and the International 
Bank. The experts felt that these isations had failed 
to use their resources in a manner which justified faith in 
their capacity to help maintain international ful) emp!cy- 
ment. They recommended that these two bodies should 
meet disturbances in international trade by an automatic 
and, if necessary, lavish use of the currencies of creditor 
nations (the United States was clearly intended). These funds 
would be used to enable debtor nations to mainta’n their 
purchases from the creditors. Not all representatives from 
the under-developed areas followed these details close'y. bu: 
they agreed in fee’ing that the Bank and the Fund nad 00! 
given them as much assistance as they would have liked. 
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The American delegation took sharp exception to the 
approach of the experts. In the first place they pointed 
out that the Fund and the Bank were only two among 
various institutions concerned with the maintenance of full 
employment and that the primary function of these two 
bodies was to promote non-discriminatory, multilateral 
trade. Another and more substantial criticism flowed from 
the belief that the American people would never accept such 
a change in the character of the Bank and Fund, since it 
would mean that the American government would have to 
play a controlling role in the life of the American economy 
comparable with the role played by the British government 
in its own economy. In rejecting these suggestions of the 
experts, the United States delegation expressed the view that 
any country which decided to pursue a policy of internal 
full employment should look first not to outside aid but to 
its own efforts. 


Planning World Employment 


The agreed resolution on full employment that has 
finally emerged at Geneva is a remarkable blend of the 
conflicting ideas put forward in the course of the debate. 
It calls upon all member governments to publish annually a 
statement of their economic objectives, internal as well as 
international. Information on domestic matters should 
include forecasts of employment, production, consumption 
and investment ; and governments are further asked to define 
precisely what, in quantitative terms, they will take as a 
standard of full employment in their countries. They are 
also to outline the specific methods they intend to follow in 
order to promote expansion, prevent recession, avoid infla- 
tion and encourage mobility of labour. 


At the same time each government is asked to say how it 
plans to achieve equilibrium in its balance of payments 
during the next four years, and this balance sheet is t> show 
the composition of its estimated trade by main commodity 
groups. In setting out these plans, each government is to 
indicate to what extent it has assumed progress toward 
liberalisation of international trade, the building up of 
reserves of convertible currencies and gold, and the free 
flow of international investment funds. These reports will 
then be analysed by a group of three independent experts, 
whose comments will be submitted to the next session of 
the Economic and Social Council for possible action. 


_ Apart from these requests for crystal gazing, the resolu- 
tion contains a series of somewhat loosely worded recom- 
mendations. Governments are advised to “ strive to prevent 
lapses in the flow of international investment resulting 
from . . . economic recessions.” Or again, they are recom- 
mended to “ seek to avoid measures which would be likely 
to have seriously adverse effects on the balance of payments 
or employment levels of other countries.” Most of the 
recommendations, in fact, leave it up to each member govern- 


ment to adopt its own definitions of many important 
concepts. 


On the subject of the International Bank and the Inter- 
national Monetary Fund, the resolution is equally amorphous. 
It proposes no change in the constitution of the Fund but 
merely urges that it use its resources “ as fully as its articles 
of agreement permit.” It calls on the Bank “to utilise in 
case of recession, all practicable opportunities of increasing 
its resources, in order to expand the volume of its lending.” 
In order to meet the special needs of under-developed areas, 
the resolution asks the Secretary-General to appoint another 
group of experts to prepare a report on under-employment 
in such countries and on the international measures that 
might be adopted to counter this problem. 


It is unlikely that the resolution as adopted will entirely 
Please those who wanted more thorough-going international 
Planning and reform of the Bretton Woods institutions. 
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The resolution is much less vigorous than the original British 
draft which forthrightly accepted the general line of the 
experts’ report. But even as it stands, the resolution commits 
the United States to a minor revolution—an undertaking to 
Set out quantitatively the directions and purposes of the 
American economy in relation to the rest of the world. 


a” * * 


London’s Criminals 


__ The Commissioner of the Metropolitan Police has every 
right to be proud of the achievement of his force last year. 
In his annual report for 1949 (Cmd. 7985) he shows that, 
in spite of a shortage of more than 4,000 policemen, crime 
in London decreased by 16.2 per cent compared with the 
previous year. The total number of indictable offences known 
to the police is still high by prewar standards, but there has 
been a sharp fall from the peak figures of the postwar years 
and the number of crimes is still decreasing steadily. The 
Commissioner attributes the decline to the longer sentences 
which can now be awarded to habitual criminals under the 
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Criminal Justice Act of 1948. Copies of the Act have been 
found on a number of criminals after they have been arrested, 
and it is reported that some have even sold up their house- 
breaking tools, having decided that the rewards of their trade 
are no longer worth the risks. The number of offences 
against the person has also declined in London, although in 
the rest of England it is higher than ever before. 


The record of the Metropolitan Police in the rest of their 
many duties is equally high. Public functions, political 
processions, strikes and traffic problems were all handled 
with surprisingly few disturbances. The ban on political 
processions had to be renewed and traffic congestion is still 
acute, but there has been no slackening of the effort to 
improve matters. 


The Commissioner, however, has had to report once more 
his failure to fill more than a handful of the 4,000 vacancies 
in his force. In spite of better pay and the promise of better 
housing conditions, there was a net increase during the year 
of only 54 constables. It is at least worth considering whether 
the emphasis in the recruiting drive has not been too much 
on the material incentives of a career in the police force and 
not enough on the value of the work to the community. 
There is very little in the shape of pay or living conditions 
that the police will ever be able to offer which industry 
cannot better. Might not the Commissioner achieve better 
results if he were to emphasise instead the usefulness of the 
work, the high reputation of his force and perhaps even the 
exceptional qualities demanded of the men and women in it ? 
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The Ambulance Service 


Ambulances and their substitutes—sitting case cars and 
the hospital car service—account for only a small proportion 
of the total cost of the health service. According to the third 
report of the Select Committee on Estimates, in the present 
financial year the estimated cost is £7,986,000, a figure which, 
it may be pointed out, is not disclosed in the civil estimates 
where the ambulance service is rolled up in an omnibus item 
called “Grants to local health authorities.” Of this cost, 
half is borne by the ratepayers in England and Wales, whereas 
in Scotland the whole amount is paid for by the taxpayer— 
an anomaly on which the Select Committee makes a c2zustic 
comment. 


But although relatively to the £400 million odd that is 
spent on the whole. health service the cost of the ambulance 
service appears insignificant, it is nevertheless disquieting. 
In the first place, there is the all too familiar rise in the cost 
since the health service was introduced : — 


{ooo 
1948-49 1949-50 1950-51 
5,851* 7:045 7:986 


*calculated on an annual basis. 


The cost of the London County Council’s service, excluding 
the services provided by agencies in its area, has risen from 
£295,356 in 1947-48, the last year before the health service 
was introduced, to an estimate of £466,565 in 1950-51. Part 
of the rise in cost has been due to an increase in prices and 
wages, but by far the greater part is due to the additional 
work undertaken—over the whole country the number of 
patients carried in ambulances and sitting case cars increased, 
for instance, from 365,859 in January, 1949, to 488,899 in 
December, 1949. 


This increase in the work of the ambulance service 
refiects in its turn the increase in the work of the hospitals, 
particularly in the work of out-patient departments. But it 
also shows, as the increase in the cost of the whole health 
service has shown, how difficult it is to control the demand 
for the facilities of any part of the service. Flagrant abuse 
of the ambulance service has occurred, but it has been rare. 
Abuse in the sense of over-use, of use in cases which barely 
justified it, has been far too common—journeys to distant 
hospitals, for instance, although equally good hospital ficili- 
ties are near at hand, and journeys, particularly by the 
hospital car service, which could be made by public transport 
without undue hardship. Before 1948, a patient’s liability 
to pay for an ambulance often caused hardship, and doctors 
consequently sometimes hesitated in ordering one even in 
cases where it was clearly needed. Now the pendulum has 
swung too far the other way. The Select Committee is right 
in saying that it is time the Ministry of Health, which controls 
the hospitals and is in contractual relationship with the 
doctors, the source of the demand for the ambulance service, 
attempted to instil a sense of proportion. 


* * * 


Forced Labour in Russia 


In the war of words, as in other wars, attack may be 
the best defence. The British delegation at Geneva is to be 
congratulated, therefore, on the spirited onslaught which it 
has made, at the current Economic and Social Council meet- 
ing, on the existence of forced labour in the Soviet Union 
and the satellite states. Organised workers throughout the 
free world should know what is meant in Soviet phraseology 
when the claim is made that the “abolition of unemploy- 
van dauebae’ aco are Soviet Union, and assess the 
part in poli penal labour camps and com- 
pulsory employment. The documentary evidence of this form 
of slavery is now telling and was impressively presented on 
Tuesday by the British delegate, Mr Corley Smith. He was 
able to call on the evidence provided by the Soviet Criminal 
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Code—under which mere carelessness can cost a worker ten 
years of his freedom—and on fresh evidence that the system 
is being extended to other countries within the Soviet sphere 
—even Czechoslovakia, once so famous for its workers 


~ legislation, has had to comply. Lastly, eyewitness accounts 


were given of the camps in which at a minimum 10 million 
people are housed and enslaved, mainly in the bleakest and 
hardest sectors of the Soviet economy. 


The British and American delegations have now asked 
Mr Trygve Lie to set up a body of inquiry, to include a juris 
accustomed to weighing evidence, an expert on labour 
relations and someone with a wide knowledge of concentration 
camp practices. A report produced by such a team would 
be of value as evidence, uncoloured by propaganda. Repro- 
duced in simple sentences in popular pamphlets, it would 
inform the free world of the treatment which, on the other 
side of the Iron Curtain, awaits those who deviate—for any 
reason whatsoever—from Soviet political philosophy. 1f the 
British evidence is correct—and there seems no reason to 
doubt it—names such as Dalstroi and Karaganda should 
become as familiar and opprobious as is that of Belsen. 


x * *x 


Communism in India 


Whatever the neutrality claimed for India’s foreign 
policy, Sardar Patel, the Deputy Prime Minister and Minister 
for Home Affairs, told Parliament last week that India would 
give the Communists no quarter on the home front. He 
reminded the House of Mr Nehru’s statement of poticy in 
February, 1949, when the Prime Minister flatly declared that 
the Government of India would not tolerate sabotage and 
violence. “I am sure it is clear,” Mr Patel went on, “ that 
whatever shifts may have taken place in the tactics of the 
Communist party, there has been absolutely no change in 
its fundamental strategy of seizing power” if necessary 
through violent revolt. In certain provinces the Communist 
party has already had to be banned, and in Hyderabad, Com- 
munist terrorists have murdered 2,500 people in the last 
two and a half years. The Indian Government, Mr Patel 
concluded, will not hesitate to counter force with force. 


During the course of July, Mr Rajeshwar Rao succeeded 
Mr Ranadive as Communist party secretary in India. The 
chief significance of this change was that the old policy of 
concentrating upon a policy of industrial strikes and viwlence 
was abandoned in favour of combining constitutional action 
with greater attention to organising the peasantry. The 
Communists are by no means satisfied with their very modest 
progress in India, and they now aim at improving their 
chances in next year’s general elections. They have also been 
told by Moscow to model their rural tactics on those which 
have brought success to the Chinese Communists, and to 
re-embark on the tactics of the popular front which secks 
to unite “all anti-reactionary elements.” 


The chances of eventual Communist success in India, at 
first sight excellent in view of widespread poverty and 
overpopulation, are nevertheless far less good than they were 
in China. India has inherited from the British one of the 
most efficient and least corrupt administrations in Asia. 
Moreover, the people of India, having emerged from one era 
of imperial rule, are by no means inclined to let another 
fasten itself upon their backs. It must, however, be admitted 
that there is a popular revulsion against some of the 
activities of the western powers in Asia. It has lately been 
stimulated by the heavy American bombing in North Korea 
and the logic of the argument—that an Asian power brought 
this on itself by aggression—is i ingly lost on the Asian 


mind. Mr Nehru claimed with some justice the other day that 
the West did not properly understand the effect of some of its 
actions in his continent ; and there is indeed a real danger 
that the anti-Communist forces in Asia itself may be weakened 
by their association in people’s minds with the Western 
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Powers. As Mr Patel’s stand has shown, Indian policy has, 
in fact, more in common with the western cause of defending 
national independence against Communist imperialism than 
its Prime Minister is always either willing or in a position to 
admit. But it is far from certain that the significance of this 
fact is as Clear in Washington as the interests of all the 
western powers would demand, 


* * * 


The Invasion of Tibet 


The Chinese Communists have repeatedly affirmed their 
intention of “ liberating ” Tibet, and it now seems that they 
are putting their plans into effect, for two Chinese columns 
are reported to be moving towards Lhasa, from the Chinese 
provinces of Sikang and Chinghai respectively. The months 
of late summer and early autumn are the only ones suitable 
for a campaign in Tibet, and the difficulties of supply across 
high mountain plateaux are in any case formidable, but, with- 
out some almost miraculous occurrence, it appears probable 





that Tibetan independence, which has survived since the 
revolt of 1912—though without ever receiving international 
de jure recognition—will shortly be brought to an end. 
China, whether Kuomintang or Communist, has never 
abandoned its claim to sovereignty over Tibet, and the fact 
that China has bowed to Russia’s insistence on the 
“independence” of Outer Mongolia is not admitted to 
strengthen the case of Tibet for a similar independence. In 
any case the social and political system of Tibet is 
“reactionary,” so there is no room for argument as far as 
Communists are concerned. 


The Chinese Communists say they are going into Tibet 
to purge it of British and American imperialist influences. 
Their imagination, fed on Marxist-Leninist textbooks, no 
doubt peoples the mysterious highlands of this vast and thinly 
inhabited territory (once exalted by Madame Blavatsky as 
the home of the Theosophist mahatmas) with hard-faced 
capitalists and warmongers who have flocked there from 
Wall Street and the City of London. Actually there is no 
British or American investment or enterprise of any kind 
in Tibet, and Britain has had no direct contact with the 
country since the transfer of power in India. India and 
Nepal are the only states having even quasi-diplomatic 
relations with Tibet, and they alone might be in a position 
t6 provide military support for Tibetan independence. But 
they are understood to have adopted a policy of non- 
intervention, and there appears to be no ground for an appeal 


to the United Nations, as Tibet has never been recognised 
4S a sOvereign state. Tibet’s only hope, therefore, lies in 
its Own strength. The Dalai Lama is believed to have a 
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poorly equipped army of 10,000 men under the command of 
an Austrian soldier of fortune. With skilful handling such 
a force might do much to harass an invader in a terrain 
giving great advantages to the defence. But in addition to 
their armies, the Chinese have their fifth column in Tibet— 
the followers of the Panchen Lama whose traditional 
ecclesiastical rivalry with the Dalai Lama was described in 
an article in The Economist of February 18, 1950. The 
Communists of China show a most engaging tactical 
solicitude for the weaker faction cf the Buddhist hierarchy 
in Tibet, and as a reward they may soon have the voice of 
a living Buddha added to that of the Russian Orthodox 
Church in exhorting all the simpletons of the world to sign 
the Stockholm Peace Petition, so that Russia may be free 
to use its 25,000 tanks without fear of atomic retaliation. 


x x * 


Industrial Life Assurance Disputes 


The Industrial Assurance Commissioner is, by statute, 
the authority to whom all disputes concerning moneys pay- 
able under industrial assurance policies are referred ‘for 
arbitration. The Stationery Office has now resumed publica- 
tion of reports of selected disputes on which the Commissioner 
has given a ruling and the volume just published covers the 
years 1938 to 1949. Amongst other things, this volume is 
valuable evidence in the perennial argument on the advan- 
tages and dangers of special ad hoc arbitration tribunals. 


The Industrial Assurance Commissioner is not an admini- 
strative tribunal. It is his duty in his arbitrations to find the 
facts and to interpret the Acts and the documents in the 
case, usually the proposal form and the policy. He is not 
required to make any administrative decisions, nor is he any 
more concerned with public policy than a judge is. From 
that point of view, a normal court, such as a county court, 
could do—in fact does—all that the Commissioner does in 
this one field. But it is arguable that his unique and 
restricted jurisdiction creates its own advantages. The 
Commissioner inevitably builds up an unrivalled experience 
of industrial life assurance, its standard policies and its 
standard practices. If he is a trained lawyer (as he is) and 
if he applies the accepted methods of interpreting legal docu- 
ments (as he does), he becomes the real equivalent of a court 
of law. There are other genuine advantages. The facts 
of the disputes themselves are the raw material from which 
realistic legislative action can be taken later, if necessary. 
Further, the Commissoner is a far less expensive tribunal 
than any court of law, and that is important, for many of 
the disputes involve sums as small as five pounds and families 
with few assets and small means, and the fear of the costs of 
a normal action against a wealthy assurance company might 
prove a complete deterrent. The parties to a dispute may 
employ lawyers if they wish. It is clear from these decisions 
that they are not seriously handicapped if they do not. 


The picture of industrial life assurance given by these 
reports is reassuring. There was a time when all industrial 
life assurance companies were suspect. That should have gone 
by now. The worst one can say is that some agents are still 
too casual in collecting the facts on which the assurance pro- 
posal is based, but on the whole it is the company that suffers 
more from the consequences of that than the policyholder. 
And there 1s evidence enough that some at least of the 
policyholders are as adept as any company ever was in trying 
to get from the policy more than it ever contracted to give, 
Nor is this misplaced ingenuity all that the companies have 
to face. A claimant was entitled to £34 10s. rod. under 
three matured policies. He attended at the company’s office 
to collect the money, and his wife, son and daughter. came 
with him. The company’s official counted out the money and 

aced it on the counter., Before the claimant could touch 
it, his wife picked it up and made off with it. Was -the 
company liable to pay the claimant another £34 10s. Lod. 





ica 


ee ee te 
‘ BH a a8 he es Fae’. 
Si Aton 5 aie 











356 


or had the claimant to find his wife and compel her to 
disgorge what she had collected ? 


* * * 


Science or Soft Option? 


The days are past when geography was an arid discipline 
which involved learning lists of capital cities and exports and 
imports as glibly as Latin gender rhymes. Political geography 
has also suffered a temporary decline owing to the kaleido- 
scopic movement of frontiers since 1939. The Royal Geo- 
graphical Society, in a new memorandum on “ Geography 
and ‘Social Studies’ in Schools,” has now attacked the 
latest phase of the teaching of geography in primary and 
secondary modern schools, which comes under the umbrella 
of social studies and is in danger of becoming an “ activity’ 
rather than a discipline. 


Geography is a relative newcomer to the universities and 
at the older universities attracted only a small number of 
students before the war. Its popularity and prestige have 
grown over the last ten years ; there have been eleven new 
professorships since 1939, and in 1947-48 469 students took 
honours degrees in geography compared with 257 in 1938-39. 
But the quality of university work must depend largely on the 
quality of teaching in the schools. So far, the report states 
the grammar schools have not succumbed to the current 
fashion of mixing up geography in a hotch-potch of social 
studies, but the fear that they will do so underlines the 
report. 











Too Much Legislation 


On Thursday Her Majesty closed in person the long 
and laborious session which began on January 3lst. .. . 
No time has been lost. Up to August 1 the House of 
Commons had sat 1,049 hours ; and—besides constituting 
several committees, entering into long details on foreign 
policy, and debates on motions which could not be carried, 
even if those who brought them forward intended they 
should be—had taken into consideration no less than 153 
public bills. . . . What effect the legislation of the session 
may have on the country, it is impossible to say, but to 
the health of the members such unremitting toil cannot 
be beneficial, and we are scarcely authorised in requiring 
annually such a sacrifice. The necessity now apparent of 
repealing old enactments, because they are positively 
injurious—though passed, if not with equal knowledge to 
that possessed by hon. members at present, with at least 
equally good motives—suggests much caution in accumu- 
lating, session after session, vast masses of crude legisla- 
tion. At least they confuse and disturb the public mind, 
encourage unnecessarily the desire for change, and are on 
the whole a great evil. Far from blaming Parliament for 
doing too little, we are disposed to blame it for doing too 
much. Lord John Russell’s praise, that it had transacted 
a greater amount of public business than any Assembly 
in the world, is scarcely a recommendation ; and, tiresome 
as the public find many of its debates, posterity would 
probably be better served by its talking more and doing 
less... . To comply with all the suggestions of all the 
would-be legislators of the empire is obviously impossible. 
Parliament is already too much influenced by such sugges- 
tions, and it would be better for the public if it deserved 
still more the reproach of doing too little. That it 
annually takes up too many subjects, and so deprives itself 
of the means of effectually maturing any one, is obvious ; 
and it is certainly desirable that the Parliament should 
have fewer bantlings than that every year it should 
massacre a great number. 


The Economist 


August 17, 1850 
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The fate of geography in many of the primary and 
secondary modern schools is a part of two prevailing trends 
of educational thought: the first, that children should only 
learn what they like instead of learning to like what the 
learn; the second, that the frontiers of subjects should be 
broken down and that, under the title of a “ local survey” 
or “social studies,” history, geography, economics and even 
mathematics and science, are mixed up together and used in 
some joint enterprise. Like so many educational theories both 
have a great deal to be said for them, but at the present time 
both are being run if not to death at least to the detriment 
of the subject and of the pupils concerned. A local survey 
employing geographical data, or social studies which relate 
historical, geographical and scientific material, can be most 
useful, but as a supplement to the more general methods. 
not as a substitute for them. Geography, like other serious 
subjects, has a method and a unity of its own. It cannot 
prosper if its students borrow only such bits of it as will 
fit the design of a study drawn for another purpose. 


* * x 


Poland’s Six Year Plan 


The Polish Government has set its sights remarkably 
high for the new Six-Year Plan, the draft of which was 
recently passed—of course, unanimously—by the Seym. 
Mr Minc, vice-president and chairman of the State Planning 


Commission, has declared that, with its completion, 


Poland will be more than half-way towards the level of 
industrialisation in the United States and will eliminate the 
capitalist element in the towns as well as in the countryside. 


He made it clear, too, that his past misgivings about outright 
collectivisation of agriculture exist no more: “ socialist team 
husbandry ” will displace “ small, dispersed, individual hus- 
bandry,” and the Soviet model will be copied on the land 
as in the factories. For the Six-Year Plan closely follows 
the broad outlines of the Soviet Plan of the period after 
NEP, and it means the quick and ruthless end of private 
enterprise. Mr Minc has, in fact, re-established himself in 
a key position after several months of semi-retirement, 
apparently at the cost of some of his convictions. 


By the end of 1955 industrial production is to increase 
by 158.3 per cent and agricultural production by 63 per 
cent over that of 1949. This is a much higher figure than 
was originally envisaged by the Communist Party, but it 
is necessary—said Mr Minc—to get away from “ erroneous 
theories of cautious planning” in order to intensify indus- 
trialisation. The target for coal production in 1955 is set 
at 100 million tons and that of steel at 44 million tons— 
which is three-and-a-half times that of 1938. High targets 
—in some cases a fourfold increase—have also been set 
for all varieties of machine tools and of heavy machinery 
not previously made in Poland, such as steam-turbines, high- 
pressure boilers, high-efficiency lathes. Poland is also to 
have by 1955 11,000 tractors, 12,000 motor cars and about 
25,000 heavy and light lorries. The shipbuilding industry 
is tO increase its present output by nearly tenfold. 


With the help of Soviet-supplied machinery, Mr Minc 
stated, 35 new modern ore mines are already under construc- 
tion, which will eventually produce 300,000 tons of iron ore 
annually. Extraction of copper ore would reach 3,200,000 
tons by the end of 1955, and production of oil would be 
stepped up to 400,000 tons a year. What such rapid 
industrialisation and the transformation in the villages will 
mean for the individual Pole remains to be seen. He has 
been promised lavish supplies of consumer goods by his 
Communist masters—which was more than «the Russians 
could do at the same stage ; but there is bound to be much 
human suffering behind this grandiose plan. _ Its political 
and military significance is clear: it will add to the wa! 
potential of the Communist bloc and increase Poland's 
dependence on the Soviet Union. 
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Traveller’s Education 


In the bad old days of latsser faire it used to be thought 
that the task of a railway and its employees in relation to 
passengers was to provide them with transport and any 
services they might need en route for their comfort and 
convenience. But in Communist East Germany such old- 
fashioned ideas are no longer permitted to corrupt the minds 
of railwaymen. Their principal duty, they are now informed 
—and one which will give them epee of key importance 
in the political system—is to “ influence passengers’ discus- 
sions.” In a pamphlet entitled “ Directives on Ideological 
Preparations for the Central Delegates’ Conference” the 
East German railwaymen’s union criticizes the political 
apathy of train conductors and other train staff and their 
failure to direct conversations among travellers. It is 
implied that when Germans travel by train between Berlin 
and Leipzig—they cannot of course travel to Breslau or 
Stettin—their talk is not always of the kind which Mr Pieck 
would like to hear, and the railway employees are now to 
be made responsible for putting this right. To this end 
they are to receive special political training courses, and 
“ideological centres” are to be set up at the twenty-six 
largest railway stations in East Germany to prepare them for 
their new work—for which, however, there is no indication 
that they are to receive extra pay. 


So far British Railways have shown no similar concern 
for the political education of their passengers, but we cannot 
be sure how long so promising a field for propaganda will 
continue to be neglected by party organisers. The approach 
would have to be made with a suitable diffidence and polite- 
ness in the absence of any shadow of the concentration camp 
to deter the recalcitrant passenger from talking back—but 
there is nothing to prevent the ticket-collector, as he enters 
the compartment, from intervening in conversation with 
“Excuse me, madam, but I heard you criticising the National 
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Health Service ; please allow me to explain where you are in 
error.” Or perhaps Billy Brown of London Town might be 
brought out of the well-deserved retirement which he has 
enjoyed since the war and put to walk the trains in defence 
of the less popular members of His Majesty’s Government, 
breaking in on the chatter of the uninformed public with his 
well-known “I trust you'll pardon my correction—.” The 
only difficulty which seems to lie in the way of such a 
development in our nationalised transport services is that, 
if railway employees are to spend their time in dispelling the 
darkness of political error from the minds of passengers, it 
is hard to. see how they can perform the functions which at 
present occupy them. We do not know how this problem 
is to be solved in East Germany, but in any case conditions 
there are not quite like ours. In this country it may be that 
the NUR would insist on the employment of extra staff to 
handle- passenger-influencing work and that the further rise 
in fares thus rendered necessary would be a factor extremely 
adverse to the success of the propaganda. 


Shorter Note 


Fifteen months after the existence of a 400 million ton 
coal deposit was proved in the Lichfield area of South Staf- 
fordshire, a second deposit of at least 200 million tons has 
been proved in an area lying between Lichfield and the 
Cannock coalfield. It is probable that the seams join up with 
those of the Leicestershire coalfields. At a conservative 
estimate, these two finds have added 600 million tons to the 
country’s known coal reserves, which the National Coal 
Board believed to be about 43,000 million tons. The final 
figure for the new fields may be larger. The coal has a 
low ash content and is described as a good household coal. 
Unfortunately it lacks the coking properties that have now 
become scarce in British coals. 
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Whenever Export figures are quoted there comes the 
accustomed reference to Sexpert British Craftsmanship.’ 
But . . . have you stopped to ask yourself .. . 


Introducing Harry Rolls, general fore- 
man and chief colour-matcher in a 
London paint factory where he has 
worked for 53 years. Machines have 
replaced men on most paint processes, 
but a trained eye and skilled judgment 
will always be in demand for colour 
matching. Paint and Varnish are lead- 
ing items among our list of Exports.* 


But. .does craftsmanship mean only 
hand-craftsmanship? Consider the 
production of the pigments, plasti- 
cizers and other materials which 
are blended into paint. If there 


Who are Britains Craftsmen ?” 


has not been craftsmanship in their 
production also, then the skill of 
the paint maker and of the painter 
will surely be wasted. And if the 
finished article is to be a master- 
piece must there not be craftsman- 
shipatevery stage of its production? 


Monsanto think so and they follow 
this rule in making chemicals for 
a long list of British industries, 
Monsanto plasticizers, preserva- 
tives and basic chemicals play an 
important part in the preparation 
of paints and finishes for goods of 
many kinds, 


Monsanto make over 200 chemicals for use in industry. Of 
widely varying application, they all conform to the highest 
standards of craftsmanship in chemical manufacture. 
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Letters to the Editor 


A Tithe for Safety 


Sir,—May I be allowed to comment 
on one passage in the editorial article 
af The Economist of August 5th. In 
your assessment of our immediate mili- 
tary requirements on land. you. give 
priority to tanks and second place to 
anti-tank weapons. I submit that the 
/more urgent requirement is the other 
: way round. 


If war comes in the west there. is 
‘every indication. that pathetically small 
forces are going to be faced by a highly 
mechanised invasion deploying a large 
part of the 25,000 tanks which it is 
announced that Russia already possesses. 
‘In Europe there is no terrain suitable 
for the tank versus tank actions resem- 
bling naval warfare which were a feature 


of the Eighth Army’s campaigns in the 


Middle East during the last war. Tanks 
are a mobile weapon, designed to be 
deployed against a suitable spot upon 
the enemy’s front. They have to be 
pulled back at intervals for maintenance 
and fresh action elsewhere. Their ia- 
evitable and frequent withdrawal from 
the forward areas always brings a feeling 
of bitter despair to the infantryman who 
feels himself abandoned. Further, the 
presence or even the rumour of hostile 
armour at once produces in the best 
trained infantryman an acute realisation 
of his own nakedness and a half involun- 
tary glance over his shoulder to sce 
which will be the quickest way out. I 
remember vividly on one occasion in 
Normandy a regular battalion of a 
famous Scottish Regiment in a state of 
near panic because they had no anti- 
tank guns afid could hear a Tiger 
prowling round their area, but could 
not see it; they settled down quiie 
happily on the arrival of a handful of 
self-propelled 17-pounders. The answer, 
surely, is as great a mass of anti-tank 
guns as possible, which cement the 
front and form innumerable points 
round which the infantry can rally with 
confidence, while they in turn provide 
the local defence which the guns them- 
selves require. 


There must be a front firmly held by 
infantry and anti-tank from which tanks 
can emerge into offensive action. And if 
western infantry without suitable and 
sufficient anti-tank weapons were over- 
whelmed by a deluge of armour and 
driven into the Channel, there would 
be nowhere for our excellent Centurions 
to operate—Yours faithfully, 

DESMOND 


10 Devonshire Place, W.1 


FLOWER 


Richard Crittall Judgment - 


Sir,—At page 285 of ‘your issue of 
August 5, 1950, you made a brief com- 
ment on the judgment in the Crittall 
case. You stated that “the prospectus 
included an estimate that the company’s 
profits for the year ending December 31, 
1947, would be i the region of £100,000 
whereas dn actual loss of some £600,000 
was incurred.” ° In the next ‘sentence 
you referred to’ Mr Justice“ Humplireys’ 


observations on the responsibility of 
auditors and gave an abbreviated report 
of his remarks concerning the appoint- 
ment of partnerships instead of the 
appointment of individual auditors. 
You then concluded with the statement 
“ Although Mr Steven signed the offend- 
ing statement, it was his partner who 


had made tests and satisfied himself of 
its accuracy.” 


Tt should be noted that the charges 
against Mr Steven had no connection 
whatsoever with the directors’ estimate 
of the profits for the year 1947, it being 
no part of an auditor’s duty to give a 
report on such estimates. The charges 
against him related to the report made 
by his firm on past profits and the 
statement of net assets at December 31, 
1946—1in particular as to the treatment 
of an item of £99,746 described as 
“expenditure in connection with de- 
velopment and expansion of export 
trade and newly-formed subsidiary and 
associated companies—carried forward.” 
The case against Mr Steven rested on 
whether or not the carrying forward of 
this sum and its description warranted 
the charge of having recklessly made 
statements which were misleading. The 


jury gave a clear answer in acquitting 
Mr Steven. 


In view of your reference to Mr 
Steven’s partner on whom he is said to 
have relied, the following extract from 
the summing-up of Mr Justice Hum- 

hreys should be quoted in fairness to 

r Steven, his partner (Mr Morten) 
and the firm of Singleton Fabian and 
Company, chartered accountants, in 
whose name the auditors’ report was 
signed : — 

It seems to me a very serious matter 
for consideration whether ycu can pos- 
sibly say that Mr Steven, having handed 
that matter over to his partner, and his 
partner having in fact made tests and 
satisfied himself, rightly or wrongly— 
as we now know wrongly—but satisfied 
himself at the time as an honourable 
man, as an accountant, and a careful 
accountant, that the document was right 
—can you say that Mr. Steven was reck- 
less in accepting Mr Morton’s explana- 
tion of that?—Because as I see it the 
whole of this case now depends, as far 
as he is concerned, almost entirely on 


that. document [i.e., the schedule of de- 
velopment expenditure carried forward]. 
That'is the one thing that is -aid to be 
against him. There is plenty of evidence 
that in the other parts he tcok meticulous 
care in trying to ascertain whether the 
books of this company were reliable or 
whether they were not. In this particu- 
lar [the development expenditure] his 
evidence is “I relied upon Mr Morton.” 
.. . In this case there its the sworn evi- 
dence of Mr Morton, who of course was 
not challenged upon this matter, that he 
did himself make inquiries.which satisfied 
him. What Mr Steven had done was to 
find out that his partner had made tests 
and that his partner was satisfied with 
that document. 


I appreciate the difficulties which arise 
from limitations of space, but I have no 


‘doubt that -you would welcome the 


opportunity of publishing this letter, ‘as 
it seems inevitable that incorrect infer- 
ences will have been drawn from your 
necessarily abbreviated note on this case. 
—Yours faithfully, 
Avtan S. Macliver 
Secretary 


Institute of Chartered Accountants 
in England and Wales 


{It is proper that any “ incorréct infer- 
ences” from our note should be corrected. 
But it is also proper to recall that the note 
was careful to say that Mr Steven was 
found not guilty of making misleading 
statements, and that his name was not as30- 
ciated with the forecasts of profits concern- 
ing which other defendants were charged. 
—EpDiror.] 


West African Press 


Sir,—One can understand expressions 
of concern over the shortcomings of the 
West African Press, but no one who has 
more than a superficial knowledge of the 
subject would care to endorse the 
remedy suggested by Mr Hugh Rom 
in your issue of July 29th. 

Nothing could be more. misleading 
than to say that “ These scurrilous pub- 
lications are practically alone in the field, 
there being hardly any moderate press.” 
How wide of the mark is Mr Rom can 
be judged from the circulation figures 
of the leading newspapers published in 
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Nigeria. Far the most powerful news- 
paper in West Africa is the Nigerian 
Daily Times, excellently edited, excel- 
lently produced. This is a “ moderate” 
—despite Mr Rom’s assertion that there 
“is hardly any moderate press ”"—and 
circulates more than 25,000 copies a day, 
which is more than the combined circu- 
lations of all the other English-language 
newspapers published in Nigeria. The 
admirable vernacular newspaper, 
Gaskiya Ta Fi Kwabo, too, is a powerful 
influence in the Moslem North and is 
more widely circulated than any of the 
anti-British publications which provide 
the heaviest ammunition for those who 
mistakenly believe that some form of 
press censorship is desirable or even 
practicable in West Africa. 


In the Gold Coast, the situation is less 
favourable, but it is easy to over-estimate 


the intiuence of the broadsheets of which 
Mr Rom complains. The Gold Coast 
now has 17 daily newspapers (far more 
than Nigeria, which is several times 
larger), and by no means all deserve to 
share in the general indictment. Also, 
it has been announced that a new paper, 
the Gold Coast Daily Graphic, will 
appear in Accra in October. This is to 
be published under the same manage- 
ment as the Daily Times of Lagos, and 
there is no reason to suppose that it will 
be less valuable or less successful than 
its Nigerian contemporary. 


In the remaining two countries of 
British West Africa, Sierra Leone and 
the Gambia, the press has its editorial 
and technical shortcomings, but it is 
loyal to a degree. Any suggestion to the 
contrary would be deeply resented in 
both places. 
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In the periodical field, the weekly 
West Africa and the monthly magazine 
the West African Review provide readers 
throughout West Africa with a picture 
in right perspective of the problems 
affecting their various countries. Both 
are held in high esteem by Africans and 
Europeans alike—not an easy achieve- 
ment in West Africa. 


To say, or to suggest, that there is no 
alternative to the extreme Nationalist 
press in West Africa is simply not true, 
and does injustice to the fine publica- 
tions which are doing so much for good 
Anglo-African relations.—Yours faith- 
fully, 

W. F. Crarxe, 
Managing Director, 
W. F. Clarke, Limited 

Vigtoria House, W.C.1 


Books and Publications 


The Working Team 


Are Workers Human ? 


Of the old, well-tried apparatus of 
carrot-and-stick incentives, the full- 
employment welfare state has left only 
an ineffective shadow; while of that 
new spirit of zealous community soli- 
darity on which Socialists have always 
relied to replace it there is as yet little 
sign. Public opinion opposes, for 
reasons both good and bad, any return 
to the old regime ; economic necessity 
demands that an effective substitute be 
found well before the millennium of 
universal devotion to the common weal. 
Mr Taylor believes that the genuinely 
effective substitute, or rather the 
genuinely human solution for which 
carrot and stick are themselves substi- 
tutes of the most regrettable sort, can be 
found in recognition of the working team 
as a social unit with all that that implies. 
The humanity of workers, their resent- 
ment at being “pushed around” and 
treated as automata, their concern with 
their standing among their fellows, their 
loyalties and group values, do not 
constitute a merely negative mass of 
irrational frictions in a tidily working 
economic mechanism, but a positive 
force ; t© work with this force rather 
than against it is to achieve at once better 
economic results and renewed social 
harmony. This thesis Mr Taylor 
expounds and illustrates with a combina- 
tion of vigour, horse sense, occasional 
indignation, more frequent humour, and 
decent forthright English, which makes 
his book as hard to put down as is a fast- 
moving novel. 


He pitches his claims, it is true, a 
great deal too high ; one cannot, however 
much one prefers sociology to economics, 
give the latter a complete brush off. 
Quoting the experience of those firms 
in which, whether by the native wit and 
sympathy of management or through the 
advice of sociological experts, the 
methods which he advocates have been 
applied, he declares that were these 


universally adopted Britain could prob-— 


ably expand its national income by one- 
half within five years without any addi- 
tional capital investment; thus he 


By Gordon Rattray Taylor. 


Falcon Press. 


196 pages, 108. éd, 


stumbles into the same pitfall as the 
“technocrats ” of the thirties, the fallacy 
of composition. Because one “ happy 
ship ” can double its output while other 
firms struggle in a morass of non- 
co-operation it does not follow that all 
firms, and the whole economy, can do 
likewise ; too big a part is played by raw 
materials, transport, and service under- 
takings in whose production there exists 
no comparable slack to be taken up. 
Some of Mr Taylor’s psychological 
generalisations, too, are to say the least 
unconvincing. “To lay an employee off 
because there is no work for him is 
psychologically fantastic,” he says. 


What would one say of a family which 
when its income was reduced threw one 
of the children out on the street in order 
that the others could continue at their 
usual standard of living ? 


Apart from the astonishingly static 
notion of industrial structure implied, 
this equalling of the responsibilities and 
emotional bonds uniting parent and 
child to those between worker and 
factory indicates a curious sense of rela- 
tive values. One can hardly avoid, 
either, an uncomfortable feeling that 
carrot and stick may still be needed. 

O that the nets wad mend themselves, 

The fish jump on the shore, 

And that I in my bed might lie 

And sleep for evermore ! 


These are not the sentiments of a victim 
of the soulless industrial economy ; they 
express the unfortunate but fundamental] 
fact that Man needs to work harder than 
he likes to keep alive at the standards he 
likes—a fact not to be brushed away by 
references to the gruelling but pleasur- 
able (because intermittent) activities of 


footballers, mountaineers and week-end 
gardeners. 


When all is said, however, it remains 
overwhelmingly true and important that 
the younger social sciences should come 
to the rescue of the human working 
environment wrecked by a short-sighted 
economics. Mr Taylor demonstrates the 
principles according to which, and the 


often homely and commonsensica! tech- 
niques by which, this necessary recon- 
struction can be accomplished ; and no 
incidental over-optimism or occasional 
lack of balance can seriously detract 
from the value of that service. 


Liberal Advocacy 


Trial by Ballot. 


By Ivor R. M. Davies. 
Christopher Johnson, 


194 pages, &s, 6d, 
_ This book is conducive to specula- 
tion beginning with: “If only...” Ii 


only Asquith and Runciman had not 
been irrevocably determined to put 
Lloyd George in the wrong; and 
Baldwin and Chamberlain had not 
suffered from the same* preoccupation 
with regard to Mr Churchill ; if only the 
Liberal Party had grasped the climate 
of opinion during wartime by-elections, 
and seized upon it to make a forcetul 
come-back, instead of a near miss; if 
only the Conservatives had grarted 
electoral reform in the day of their 
supremacy; if only Baldwin had had 
the courage of his convictions cbout 
rearmament ; if only the Labour erty, 
with its overwhelming majority retuned 
from a cross section of the ~vhole com- 
munity, had not been dominated by 
Transport House, and en_ artificial 
fomentation of a class antagonis.n which 
was already in process of rationa!1;a:10n 
—how different our present situation 
might have been! Or would 1’ A 
writer of the late nineteenth century 
said : 

It is a fallacy very dear to the British 
elector that legislation emanates primarily 
from him. It would be folly to dispel 
so harmless an illusion, because it makes 
him manageable. But as a matter of fact, 
legislation is the joint product of the 
perplexities of an administration and the 
spite of the opposition. 

Nevertheless, the impression left by 
this survey is that however much 
prejudice, lack of foresight and disunity 
may disrupt the business of Parlia- 
ment, the electorate maintains a dogged 
determination to redress the balance. 
When sentiment, as 11 


1918, its: “second thoughts w«ie 
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“TIME-MASTER 


has streamlined my day!” 


YOUR SECRETARY too will find that the new Dictaphone 
Time-Master proves a real blessing. It saves so many 
interruptions, and so much running about. 

Time-Master gives her time to become a real assistant to 
you: she can get more done in far less time. She need never 
be called in from whatever she is doing to take a letter. 
Dictation interrupted by a caller never wastes her time. 
Letters and memoranda — there they are, perfectly recorded 
on Memobelts for her to transcribe when it’s most convenient. 


PERFECT RECORDING ON THE MEMOBELT 
The little plastic Memobelts — each one taking 15 minutes 
dictation — give crystal-clear recording. They fold flat for 
filing and can be posted in a standard envelope —up to 
ten at a time for a 24d. stamp. 


EASY TRANSCRIBING 
There are simple controls for volume, tone and speed; a 
pedal to backspace and repeat dictation as often as required. 
Backspacing is uniform, measured and instantaneous. 


ONLY THE TIME-MASTER OFFERS ALL THIS 
1. Streamlined machine, only 44 ins. high, slightly larger than 
aletterhead. 2. Uniformly clear recording and reproduction. 
3. Uniform backspacing, immediate place finding. 4. Simple 
automatic operation. 5. Mailable, filable, expendable 
Memobelts, low-cost plastic medium. 6. Nation-wide service, 
Dictaphone dependability. 


Write for TIM E-M ASTER literature to Dictaphone Co. Ltd., Dept. O. 
107 Kingsway, London, W.C.2. 


DICTAPHONE 


Regd. Trade Mark 


ELECTRONIC DICTATING MACHINES 


MADE IN GREAT BRITAIN. BRANCH OFFICES: BIRMINGHAM MANCHESTER 
LEEDS NEWCASTLE LIVERPOOL BRISTOL GLASGOW DUBLIN BELFAST 
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BUT WHAT DOES 


‘PUBLIC OPINION’ 
SAY? 


* Public Opinion’ believes that only by 
examining both sides of the question can 
one find the real truth. That is why it 
offers its columns to members of all 
parties. Wise, well informed and witty, 
it expresses its opinions with emphatic 
independence. 

Contributors include: Graham Hutton, 
D. B. Wyndham Lewis, Paul Rotha, 
Douglas Houghton, Harold Hutchinson, 
J. L. Hodson, Dingle Foot, Philip Hope- 
Wallace, Edmund Rubbra, William 
Sansom, E. Colston Shepherd, ete. 


Public Opinion 


EVERY FRIDAY — PRICE SIXPENCE 





For centuries the bowling green 
has generally been close neighbour to the inn, 
Certain fine modern inns built by the 












brewing industry are true to tradition 

in having bowling greens in the grounds. 

In both new and old historic houses, 
brewer and landlord work together 
=" to provide for their guests 

ie ? the enjoyment of a good game and 

Poy good glass of beer—and, since 

the Budget, stronger beer. 
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promptly demonstrated in by-elections. 


The same acid test later proved that . 


ihe voters who returned Labour to 
power in 1945 were not moved by pass- 
ing hysteria, but by a conviction that 
repeated its verdict in every by-election 
of the lifetime of that Goverament— 
ahthough diminishing majorities at the 
polls were an indication of the gradual 
disillusionment of many of its partisais. 


The fall of the Liberals was due to 
lack of solidarity, and that ef the Con- 
servatives to over-confidence. If there 
is to be an eclipse of the Labour party, 
Mr Davies considers it will be through 
lack of adaptability, because Labou has 
absorbed the lesson not to spiit the vote 
only at the expense of closing the door 
upon initiative. 

Unless the Socialist movement 
realises its own weakness almost imme- 
diately, and changes course in a manner 
that would be distasteful to its extremists, 
it would seem to be doomed to a short 
period of ineffective Government 
followed by at least a decade of sterile 
epposition. 

He thinks that the present deadlock 
could be resolved by whichever of the 
Parties sponsors Proportional Rey1esen- 
tation : 

The key to the future lies with those 
who voted Liberal in 1950. That is 
generally realised. The key will be 
turned by those who are prepared to 
make concessions to the historic mission 
of the Liberal Party, and who understand 
that in compromise lies the secret of good 
government, 


Projection of Sweden 


The Debate on the Foreign Policy of 
Sweden, 1918-1939. By Herbert Ting- 
sten. Translated by Joan Bulman, Oxford 
University Press. 32§ pages. 2158. 


The author of this remarkable book 
is now the outspoken editor of the 
largest and most influential newspaper 
in Sweden, the Liberal Dagens Nyheter. 
To read this book—the English edition 
of a work which appeared in Sweden in 
1944—is to understand why one of 
the most erudite professors in Sweden 
has taken upon himself the Socratic 
role of gadfly to his country’s conscience. 
For his thorough analysis shows that, 
with exceptions which can be numbered 
on one hand, the Press alone of the 
various centres of opinion and policy in 
Sweden maintained a consistent interest 
in foreign affairs between the wars. 

Just how that interest was expressed 
it is the aim of Professor Tingsten’s 
book to record, analyse and criticise. It 
is a masterly effort. Indeed, it is so 
good that one would wish the author 
had permitted himself to stray a little 
from the strict terms of reference he 
laid down for himself. For the book 
is mot an account of Swedish foreign 
policy in the period covered, but, as 
the Preface is at pains to make clear, 
“an account of the debate on central 
questions of foreign policy in Sweden 
. . . not only the main outline of the 
debate but also its influence on public 
opinion.” The narrative is lucid even 
when complicated, and the whole work 
is distinguished by an impartial—almost 
Olympian—approach. The last short 
section in which Professor Tingsten sets 


out his “ Views and Conclusions” is a 


brilliant and valuable analysis of the | 


ingredients of Swedish foteign policy, as 
cogent to-day as it is when applied to 
the inter-war years. 

The book then has a dual value. It 
is secondary source material in a some- 
what rare field. It is also a new and 
interesting experiment in __ political 
science and one which, although it has 
been made in related fields, has seldom 
been’ made in relation to any country’s 
foreign policy. | Professor Tingsten 
promises us a similar study of the 
Swedish foreign affairs debate during 
World War I) It is to be hoped that 
it will be as weil produced as his present 
book, and that-it will be available to 
English readers with less delay. 


Inland Waterways 


The Inland Waterways of England. 
By L. T. C. Rolt, Allen and Unwin. 221 
pages. 2158. 


British Canals. By Charles Hadfield, 
Phoenix House. 269 pages. 168. 


Books about canals are infrequent, yet 
two have just appeared within a fortnight 
of each other and just in time for the 
first rally of inland waterway craft 
organised by the Inland Waterways 
Association this weekend at Market 
Harborough. 


Mr Rolt’s book is the more interesting 
of the two for the casual reader. The 
author is an enthusiast, something of a 
moralist and an advocate of any measures 
which will prolong the kife of canals. His 
enthusiasm stimulates him to give an 
attractive account of life on the canals 
and to illustrate his text with a large and 
very good selection of photographs. His 
moralising is a bore ; his homilies on the 
virtues of the good old days and the vices 
of modern life and nationalisation trip up 
the narrative infuriatingly. His advocacy 
of the canals and their ways is infectious 
and he is persuasive about the pleasures 
of a canal holiday. But his advocacy 
takes no account of economics and his 
plea for preservation is made without any 
proper attempt to estimate the costs of 
maintaining the canals or their competi- 
tive advantages and disadvantages 
against road and rail. 


Mr Hadfield is less picturesque and 
more factual. He has no axe to grind 
and for the student of canal history he 
provides plenty of material. But it is 
raw material—an agglomeration of facts 
with very little cement to joint them. 
Contemporary records are quoted exten- 
sively and are interesting ; large numbers 
of figures are given about costs and 
profits which give the book an economic 
flavour up to about AD 1900. But these 
figures peter out when it comes to recent 
costs and earnings, and, like Mr Rolt, 
he gives no sound comparison with rail- 
way costs for recent years. 


Mr Hadfield appears to have give 
the future of canals as hopeless 7 he ons 
not look into their prospects at ‘all, but 
concentrates On a minute and rather be- 
wildering record of their growth and 
decline with too much detail and too 
little perspective. Mr Rolt is more opti- 
mustic, not because he proves any busi- 
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ness-like case for survival but because 


. he hopes to move others to share his 
_ enthusiasms—even his enthusiasm for 


the mechanics of locks and the minutize 
of boat-building. It yet remains fo; 
someone to write a book about how 
canals can be made to pay now. This 
is the most difficult task of all. 


Shorter Notices 


The Home Market. 1950 Edition. The 
Book of Facts about People. By G. 
Harrison and F, C. Mitchell, Revised 
by Mark Abrams. Allen and Unwin, 
82 pages. 1s. 

The new and third edition of this book 
follows the same general lines as the 
previous one of 1939, but the information 
has been revised and brought up to date. 
There are sections dealing with changes in 
the population of Great Britain, its age and 
sex, regional distribution and urban con- 
centration. Other sections discuss regional 
employment, size of households, and dis- 
tribution of purchasing power. The 
statistical tables are well set-out and some 
are helped by pictofial diagrams. But in 
one respect, the new edition is less useful 
than its predecessor for there is no longer 
any mention of the sources of the siatistics 
nor of methods used in arriving at some 
of the estimated figures. The reader, there- 
fore, has no indication of the reliability of 
the statistics. Im some cases, these are 
obviously derived wholly from government 
sources but in many instances there is a 
large element of private estimation. 


La Démocratie Industrielle ct les 
Comités D’Enterprise en Suéde. 
Charles Leger. Cahiers de Ja Fondation 
Nationale des Sciences Politiques. 
Librairi Armand Colin, 228 pages. 350 
franes. 


This is a comprehensive, thorough and 
up-to-date survey of the various methods 
evolved by Swedish industry for settling 
its family disputes and increasing its 
efficiency. From the groping experiments 
in syndicalism in the 1880's the book traces 
the growth of industrial democracy up ‘'e 
the Saltsjébaden Agreement of 1938, which, 
modified and renewed, still governs labour 
relations in Sweden and is largely respon- 
sible for their unusual smoothness. Other 
reasons, to which the book gives less pro- 
minence, are the absence of the irritauon 
and destruction of war and the strong innate 
respect for the law which the Swedes 
possess. In the last section of this useful, 
though specialised, book the practical 
application of the various conventions ; 
regulations is described in some detail. 


Broken Thread. Major General F. S. G. 
Piggott. Gale and Polden. 424 pages. 
2158. 


This is the story of a soldier’s life, told 
with painstaking detail and meticulous 
accuracy in respect of mames, careers 4 
places. General Piggott passed into Wool- 
wich in 1899, and many of his generation 
will find in his book the echoes of their own 
earlier days. To the more general public, 
the interest of the book lies in the authors 
lifelong association with Japan. Angic- 
Japanese friendship is the thread that has 
been broken-—largely at American instg3- 
tion—and the present situation is not the 
first in which the British and Americans 
have found it hard to co-ordinate their 
policies in the Orient. The author gives 20 
intimate picture of many leading Japanes¢ 
‘of the ‘past thirty years which would not be 
perceived by the normal globe-trotter oF 
travelling journalist. 
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AMERICAN SURVEY 





Deficit Diplomacy 


Washington, D.C. 

« [TN the final analysis,” the President said in his mid-year 

economic report, “there are no limits except our total 
strength to guide us in our determination to resist aggression 
and thus to strive for peace. But the question remains as to 
how much of our total economic strength must be shifted 
from peacetime production to defence purposes in the current 
situation.” And, even after the increased programmes for 
which Mr Truman has asked Congress, the question still 
remains to plague those who try to compile a political and 
strategic balance-sheet for the United States. Mr Walter 
Lippmann recently used the phrase “ deficit diplomacy ” to 
describe the way in which Mr Truman had allowed American 
commitments to increase while the power to meet them had 
been allowed to decline. The decline has now been reversed 
and the power of the United States is being built up again. 
But the commitments are increasing too, and neither the 
balance-sheet at present nor the projected one for next year 
gives much hope for diplomatic solvency. 


This tendency towards insolvency is probably a relic of the 
good old days when the United States could adopt attitudes, 
either by resolution of Congress or by Presidential pronounce- 
ment, for which it took no further responsibility. Today 
every attitude, official or Congressional, carries responsibility 
with it. Some Congressmen are still ignorant of the change 
which has come over their position ; others prefer to go on 
behaving as if it did not exist ; others, again, consider their 
personal fortunes more important than the policy of their 
country in a moment of crisis. The result is that the United 
States goes on collecting commitments like a magpie—some 
on moral grounds, some for domestic political reasons—while 
eaving political expediency to decide how they shall be met. 
Mr Truman is not the first American President to allow this 
to happen, or to be unable to stop it happening, but he is 


the first whose bills show signs of coming due for payment — 


without the warning of prior calls on the European friends 
of the United States. 


There has been some argument about the Korean com- 
mitment, and Mr Acheson has been blamed for giving the 
Russians official notice that the United States was not 
interested in South Korea when he said in his speech at the 
Press Club on January 12th that the United States defensive 
perimeter “runs along the Aleutians to Japan and then goes 
to the Ryukus. (It) runs from the Ryukus to the Philipp‘ne 
Islands.” But it is forgotten that, later in the speech, after 
finishing the discussion of the needs of American defence, 
he turned to another question—that of commitments—and 
said: “ We have direct responsibility in Japan and we have 
direct responsibility to act. The same thing to a lesser 
degree is true in Korea.” In the light of what has happened 
it is easy to complain that he did not make the d'stinction 
clearer and explain what he meant in words which the Soviet 
Union would understand. It is even more reasonable to 
inquire why the State Department acquiesced in a mil:tary 
establishment which could not meet the calls likely to be 
made on it by even the unavoidable minimum of political 
commitments. 


Had the Republicans in Congress concentrated their fire 
on this weakness in the Administration’s conduct of its 
policy, they would have a good case to argue—though not 
necessarily an honest one, since much of the deficiency in 
American diplomacy comes from Congressional refusal (or 
well-justified Administration fears of Congressional. refusal) 
to balance the diplomatic books. It was the Republicans in 
the House who voted earlier in the year to stop economic 
aid to South Korea ; it was the Republicans in the Senate who 
made any kind of constructive action in China impossible. 
Nor did the Republicans in 1945 recognise any more clearly 
than did the Administration the “true aims and methods 
of the rulers of Soviet Russia.” Such considerations justify 
Senator McMahon’s attack on the analysis of foreign policy 
issued by the Republicans in preparation for the election, 
as “an attempt to cut themselves in on the victories of our 
foreign policy and to divorce themselves from our defeats.” 


* 


The attitude of fifty-one members of the United Nations 
proves that the United States was justified in assuming a 
moral commitment in Korea. And the plans of the Defence 
Department for the expansion of the armed forces are, for 
the first time, based on the possible existence of other com- 
mitments (such as the Mutual Defence Assistance Pro- 
gramme) which are more than financial and entail less than 
total war and general mobilisation. In addition to the ten 
divisions which, before June 25th, undertook occupation 
duties in Germany and Japan and provided the “ mobilisa- 
tion base” in the United States, there will be the Korean 
force and another task force which, in the imagination of the 
planners, at least, will, when trained, be always ready to 
embark at a few hours’ notice if some similar “ police action ” 
is needed. There are many who criticise this plan on the 
grounds of its inadequacy, but it is one which recognises the 
nature, if not perhaps the size, of the emergency. And until 
the Russians give some indication of future moves it is, in all 
probability, all that the economy can stand for an unspecified 
number of years without dislocation. 


It may seem to provide very few troops for very many 
dollars, but that is the way of the United States. However, 
it will be found to be too small if the Congress continues to 
add new and unwanted commitments to appease the Irish 
Catholics, the cotton growers, the China lobby or any other 
group whose spokesmen can persuade frightened Senators 
that its votes are for sale in job lots. In the case of the 
Spanish loan, it is true, there were some, if not many, among 
those voting in favour who had been won over by the argu- 
ments of certain politicians in the armed forces who would 
have only themselves to blame if they found they had bereft 


‘* AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 


are written in the United States carry an indication 
to that effect; all others are the work of the editorial 
staff in London. 
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themselves of some important old allies in the hope of 
acquiring a new one. Hope is the only word to use in this 
case because the spotlight which the Economic Co-operation 
Administration is, by statute, required to turn on the 
economies of the countries it assists can be expected to 
illuminate much that the Franco regime would prefer to 
keep hidden. Senator McCarran’s $100 million may well do 
* little good to Spain and even less to improve relations between 
the United States and General Franco. 


x 


Much more serious is the intricate pattern of intrigue over 
Formosa. Mr Acheson did not include that island within the 
defence perimeter of the United States, nor did he mention 
any special responsibility towards it or the Nationalist 
Government. It is still not within the defence perimeter. 
The Defence Department does not- want, nor does General 
MacArthur, to have American troops tied down there or to 
occupy it. There has been a revision, rather than a reversal, 
of official policy towards Formosa since the January furore 
because there has been a revision of the official estimate of 
Russian intentions. It can no longer be assumed that Soviet 
expansionism will use only the method of infiltration and will 
not court war. Therefore it has become necessary, in the 
view of the Chiefs of Staff (who remember where the planes 
which bombed Manila on December 7th, 1941, came from), 
to see that Formosa does not fall into hostile hands. From 
this necessity sprang the idea of neutralisation—of neither 
allowing the Chinese Communists to invade Formosa nor 
supporting, or even tolerating, General Chiang Kai-shek’s 
attacks on the mainland. 


This was the policy which the President enunciated on 
June 27th, and it might have worked smoothly—despite the 
suspicions of some non-Communist countries who believe in 
the myth of American capitalist-imperialism—if General 
MacArthur had not taken his inordinately tactless trip to 
discuss military matters with General Chiang Kai-shek and 
been photographed kissing Madame Chiang’s gloved hand. 
Partly for domestic political reasons and partly because he 
has fought and is still fighting a brilliant defensive campaign, 
the Administration has been unable to utter a single word of 
criticism of General MacArthur’s action. Mr Harriman had 
to describe it as “entirely natural ”"—which was, to say the 
least, a surprising description of a performance which 
perturbed every Foreign Office west of the Iron Curtain. 


The decision of the Administration to cover up the 
General’s tracks is understandable and should be accepted as 
necessary since there has been an assurance that Mr Truman 
has not changed his stated policy. But the whole episode 
has given Chiang Kai-shek’s friends in the Senate the 
chance to start their dangerous campaign again, and Senator 
Knowland began it on August roth. Mr Truman at the 
moment is faced with the unfortunate fact that any policy 
which is politically possible in his own country is unlikely to 
be acceptable to its allies and to the United Nations. It is 
doubtful how firm he can remain in the face of demands 
which, because they have the support not only of the 
McCormick, Hearst and Scripps-Howard press (none of 
which have influence in proportion to their circulation), but 
also of the Time-Life group, will scare the Democrats in 
Congress into claiming the right to campaign on level terms. 
The President’s closest advisers in the executive branch must 
know how disastrous this would be to the United Nations 
and to the western alliance, but Congress, preoccupied with 

_ re-election, might negligently trade Spain for France, Belgium 
and Holland and Chiang Kai-shek for the rest of Asia, and 
threw the balance-sheet far into the red again. 
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Weather to Order 


[FROM A CORRESPONDENT IN COLORADO] 


In America today people not only talk about the weather. 
but actually do something about it. Four years ago a scientist 
employed by the General Electric Company discovered that. 
if dry ice were dropped through suitable clouds, they could be 
made to snow. Precipitation in America comes almos 
entirely from “ super-cooled ” clouds, colder than freezing, 
but with their constituent droplets still liquid. When Nature 
is in charge these droplets freeze upon sub-microscopic 
ice-crystals, dust particles or other natural nuclei and grow 
into snowflakes, which fall and, in warm weather, melt into 
rain. When the temperature is below minus 40 degrees the 
droplets congeal spontaneously into ice crystals. The dr 
ice system works by lowering the temperature around itself 
to below minus 40 degrees, and the ice crystals thus formed 
then spread far through the cloud. 


In 1947 another employee of the General Electric Com- 
pany found a way of improving on Nature. He seeded the 
clouds with silver iodide crystals, so like ice crystals that they 
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“fool the moisture ” into collecting on them at temperatures 
far above minus 40 degrees. Moreover, while ice crystals 
may melt or evaporate, silver iodide crystals are permanent 
and remain aloft until each can form a snowflake and bear it 
to earth. Dry ice must be dropped on the clouds from an 
aircraft, an expensive proceeding. But silver iodide can be 
smoke-borne upwards from the ground, more cheaply and 
more efficiently, by burning coke saturated with it in portable 
generators. Stationed to windward of the cloud to be treated. 
these float 30 quadrillion crystals a minute into the air, each 
one a potential raindrop. 


Clouds over New York have been seeded this year to help 
fill reservoirs depleted by the demands of a city population 
that has temporarily outgrown its water-supply. But the 
western States, with only 20 per cent of the country’s 
precipitation and 40 per cent of its area, are permanently 
short of rain, and here the new process seems like a dream 
come true. The dream has been brought down to earth by 
hard-headed business men, who sell “ rain increase ” to other 
business men who find it pays dividends—ranchers, farmers. 
hydro-electric compames and city councils with wait! 
problems. Billions of dollars, both public and private, have 
been spent in the west to provide the stored water without 
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which there can be no farming in that arid region. Even so, 
most of the western half of the United States remains, and 
was expected to remain, desert, or at best pastureland, so 
scantily provided with fodder that it could support only a 
few cattle on each square mile. Now it seems that, if the 
clouds are seeded on a regular and sustained basis by those 
who know how to do it, precipitation may be increased by 
a minimum of 50 per cent a year. What the maximum 
may be, no one knows. There is real hope that through 
scientific methods the rainfall over many million acres may 
become sufficient to allow farming of the type possible in 
humid regions, and that the supply of water for the irrigation 
reservoirs may become larger and more certain. 


x 


The first firm to exploit the idea of rain increase is the 
Water Resources Development Corporation of Pasadena, 
California, organised by Dr Irving Krick, one of the war’s 
famous weathermen. Now he is using his own long-range fore- 
casts to increase rainfall where it is wanted—and this year it 
is wanted in many places. Word is sent from headquarters in 
Pasadena to representatives in the field when a cloud that 
will repay seeding is coming their way, so that the smoke 
generators can be started up. Since it began operations last 
March, WRDC has been uniformly successful. The key to 
this success lies in the successive waves of high-pressure air 
pushing down from the North Pacific at regular intervals 
across the western States, to contend over the continent with? 
warm, moist air masses from elsewhere. Where these meet 
there is likely to be rain or snow, and Dr Krick’s experts 
place their generators so that the smoke-borne silver iodide 
will increase the amount of rain that would naturally fall. 


A wheat farmer in the State of Washington got 2.3 inches 
from two June storms, while his neighbours outside the 
down-wind smoke plume got half-an-inch. In Idaho the 
corporation has a contract which involves not only providing 
enough rain to increase the wheat yield, but trying to keep 
clouds over the fields as a protection against the frosts which 
catch the grain before it is ripe. Dryland ranges in New 
Mexico got so much rain as a result of the firm’s activities 
that a reporter flying over the district said it looked as though 
a green ribbon, 100 miles wide, had been laid across the 
dun semi-desert. A Californian electricity company has 
noticeably increased the flow through its hydro-generators, 
and next winter clouds will probably be seeded over the 
Colorado watershed to increase the snow-pack and therefore 
the spring run-off. The city of Santa Barbara, on the Pacific 
coast, perpetually short of water, is negotiating an annual 
programme with WRDC. 
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There are several other groups in the field. One of them 
has a contract with the Navajo Indians, who have thus insured 
against a failure of their rain dances. There are other 
interesting possibilities, which may make the proverb— it 
never rains but it pours ”—seem out of date ; the idea is to 
dissipate hail and thunder storms by seeding them, and so 
causing them to dissolve into gentle rain before they build 
up to their full fury. Already this method has been used to 
protect Oregon pears from being bruised by hail, and the 
US Forest Service is trying to dissipate lightning storms 
before they can set fire to the forests. Success is also claimed 
for the government’s Project Cirrus, a military venture which 
works away in secrecy both as to its methods and its purposes. 
The State of New Mexico has an official programme and 
neighbouring Colorado has a committee studying the subject. 
But the Weather Bureau, which carried out its own experi- 


ments in 1948, remains sceptical about the economic value 
of rain increase. 


Nor is the general public as yet universally convinced ; 
there are still vivid memories of the fakirs and magicians who 
for centuries have professed to make rain. Then, since there 
is no regulation, hundreds of amateurs with “ a bucket of dry 
ice, an airplane and a desire to do something about the 
weather” have spread their wings. Such haphazard efforts 
do little good. In fact, Dr Irving Langmuir of General 
Electric says that over-enthusiastic “ seeding” may put so 
many artificial nuclei in a cloud that they soak up all the 
moisture and leave none to grow into snowflakes and fall to 
earth ; alternatively such seeding may drive the clouds away 
from where they are wanted to where they are not. Finally, 
potential moisture is necessary if rainfall is to be increased ; 
over hot, dry regions like the Sahara, the system might not 
work at all. 


The political and legal implications are endless. The 
General Electric Company stopped its own experiments long 
ago, for fear of lawsuits, and has become merely a consultant 
to the government. One unsolved legal problem is whether 
those who take rain for themselves steal it from their down- 
wind neighbours. Dr Krick answers that no one can bring 
down more than one per cent of total cloud moisture over 
any one area, so that the down-wind effect is negligible. Rain 
increasing is not yet quite respectable enough to be a plank 
on any political platform, but it may not be long before the 
sky ceases to be the limit of inter-state arguments over water 
rights. The new science may eventually be strictly regulated, 
or even end up with the government as rain-maker-in-chief. 
Dr Langmuir believes that weather control should be on an 
international basis. The transformation of deserts into green 
fields is a dream long dear to the hearts of men. 
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WORLD-WIDE COMMERCIAL BANKING 


An American bank and trust company, established in 1851, 
offering world-wide services. Capital funds over one hundred 
million dollars, resources over one billion dollars. 
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American Notes 


Back in the Democratic Fold 


With more than half the candidates chosen for next 
November’s campaign, this would be the season for election 
forecasts if developments in Korea had not upset the politi- 
cal almanack. In New York, however, these same develop- 
ments have cleared the air a little. There the American 
Labour Party, the local left-wing organisation, can no longer 
conceal its red underwear from the voters ; the tattered cloak 
of respectability draped around it by its alliance with the 
Progressive Party has been finally torn to shreds by Mr. 
Henry Wallace’s resignation from the leadership of that party. 
When it officially opposed United Nations’ intervention im 
Korea, even he could not close his eyes to the fact that the 
Communist line was being toed with a consistency that was 
more than a coincidence. Mr Wallace and other reputable 
Progressives have now decided that they can best serve the 
cause of peace by abandoning both the party they founded 
. and the ALP too; as a result, the anti-Republican vote in 
New York this autumn will not be as divided as it was in 
1948, when Mr Wallace took enough support from Mr 
Truman to give the State’s presidential votes to Mr Dewey. 


Mr Wallace has not yet announced whether he hopes once 
more to serve the cause of peace within the Democratic 
Party, but his running mate in 1948, Senator Glen Taylor, 
of Idaho, was long ago readmitted to the Democratic fold. 
He was nevertheless still too black a sheep to get the official 
endorsement from Mr Truman that might have given him 
victory in last week’s Democratic primary in Idaho for his 
Senate seat. He lost the nomination by just over a thousand 
votes to Mr Worth Clark, his predecessor. Mr Truman, 
however, put a large thumb in the primary pie in his home 
State of Missouri, but failed to pull out his candidate, Mr 
Emery Allison, who is more distinguished for his connections 
with the Pendergast machine than for his personal qualifica- 
tions. Missouri Democrats, somewhat embarrassed at having 
rebuffed their President, can at least feel that the man they 
have chosen, Mr Tom Hennings, has a better chance of 
defeating the incumbent Republican Senator next November. 


* 


Amongst other incumbent Senators who have been beaten 
. already in their party primaries is Mr Elmer Thomas of 
Oklahoma. His defeat, after 24 years in the Senate, is 
explained partly by the greater energy and ability of his rival, 
Representative Mike Monroney, and partly by his own 
reputation for flirting with the private electricity interests 
and for using his position as chairman of the Senate Agricul- 
ture Committee to the advantage of his speculations on the 
commodity exchanges. Both Senator Thomas and Mr 
Monroney have been true to the Fair Deal in their fashion. 
In the neighbouring and even more safely Democratic State 
of Arkansas the young Fair Dealing Governor, Mr McMath, 
held the nomination against a conservative, anti-Truman 
States’ Righter—a Dixiecrat, in fact. And in South Carolina 
the Dixiecrat presidential candidate in 1948, Governor 
Thurmond, lost the Democratic nomination for Senator. 


But this does not mean that the right-wing black sheep 
have repented as those who strayed to the left have done. 
Mr Thurmond was defeated by Senator Olin Johnson, who 
denounced the Administration in general, and its civil rights 
programme in particular, just as violently as his opponent. 
The only difference was that Mr Johnson argued that the 
Democratic flock could be more effectively infiltrated from 
within the fold than from without. And South Carolina has 
also provided the conservatives with a bell-wether ; tke 
State’s new Governor is to be Mr James Byrnes, the ex- 
Secretary of State, who has now broken with Mr Truman 
and who will give the right wing of the Democratic Party a 
prestige and a leadership that it has not had before. 
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Excess Profits 


Skimming off rearmament profits from a brimmin 
civilian economy may prove to be much more difficult thas 
it was during the war, when profits rose sharply. The firs 
half of 1950 has shown that no war stimulus was needed 
to revive corporate incomes, which wilted somewhat durin 
the 1949 recession. The Council of Economic Advisers, op 
incomplete returns for the first six months of 1950, esti- 
mates that profits were running at an annual rate of $18 4 
billion after taxes, compared with $17 billion in 1949. $20.5 
billion in 1948, and $18.5 billion in 1947. The National 
City Bank, tabulating final returns from §00 corporations 
mostly the larger manufacturing ones, finds that profits after 
taxes were 27 per cent higher in the first half of 1950 than 
in the first half of 1949, and that in the second quarter alone 
they were 50 per cent higher. This is on the assumption 
that taxes are not raised retroactively, an assumption that 
seems safe since the Senate Finance Committee has turned 
down the President’s request that new corporate taxes should 
apply to the whole of 1950 and proposes that they should 
apply only to income earned after July 1st. 


Leading this year’s expansion were the textile and apparel, 
metal products, electrical goods, chemical and cement indus- 
tries. Some, but not all, owed their good showing to last 
year’s bad record, but the automobile, iron and steel, and 
chemical companies have gone from strength to strength. 
In the recovery, capacity production, improved plant, rising 
sales and stable or rising prices have all played a part. 
Investors in one corporation, General Motors, are to share 

ein this prosperity. The corporation has announced a special 
dividend of $2.50 a share, which brings dividends in three 
quarters of this year to $7 compared with $8 in the whole 
of 1949. But this one swallow does not make a golden age ; 
most investors are resigned, if not reconciled, to skimpy 
pickings. Dividend payments, though at a record rate, have 
only doubled since 1939, while profits have tripled. Undis- 
tributed profits have financed’ expansion and internal im- 
provements, and have brought working capital to the peak 
figure of $69 billion. 


The demand that Congress “ take the profits out of war” 
has already been marked in Senate discussions and will 
become irresistible if ceilings are put on prices and wages. 
The Administration would prefer, however, to postpone this 
complicated and controversial issue until the next session, 
feeling with Senator George that to introduce it now might 
mean no tax legislation at all at this time. Senator George 
also suspects that the left wing would like to take the pzofits 
out of peace as well as war, for Senator O’Mahoney would 
rank as excess profits any earnings above 75 per cent of a 
company’s 1947-49 level. Before the excess profits tax is 
revived, the Treasury would also like to try to discovei a 
formula that might avoid the inequities of its predecessor. 


* * * 


Community Colleges 


_ The United States has become increasingly college- 
minded since the war. The cost of a college education has 
risen, but, thanks to good times, so have the number of 
those who can afford it. College enrolment is likely to settle 
down at about 2,500,000, 1,000,000 more than the number 
on the campus in 1941 and 1942. The most remarkable 
growth has come, however, not in the traditional fout- 
year institutions, but in a peculiarly American phenomenon, 
the two-year college. Of the 150 colleges and universities 
established in 1948 and 1949, half offered a two-year course. 
bringing the number of such junior and community colleges 
up to 500, with 500,000 students, Only one State, Nevada, 
lacks a two-year college, and communities in 24 States are 
planning to establish new ones. 


The junior college has been an accepted part of the 
educational system for twenty years or more, particularly in 
the west. It offers a shorter course, either technical or 
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the liberal arts, for those without the money or inclination 
to embark on a four-year investment. The community 
college, a postwar phenomenon, goes much further toward 
bringing higher education within everyone’s grasp. It is 
designed to serve all the educational needs of the community 
in which it is situated and, by enabling its students to live 
at home, it does away with the heavy residential expenses 
that prevent many boys and girls from attending even the 
universities provided by the States. Unlike the junior 
college which is often a stepping-stone to the university, the 
community college is primarily for those who intend to go 
directly into business, public service, farming, or semi- 
professional jobs, Finally, it also caters for adults who wish 
to continue their education while at work or who, having 
set out on the wrong foot in life, need a foundation for a 
fresh start. In New York, the new master plan for higher 
education is based, in large part, upon the expansion of 
two-year colleges ; the State will pay half the capital costs 
and a third of the running costs of colleges set up by local 
authorities. A further stimulus has been provided by the 
approval of two new college degrees for two-year courses, 
Associate in Arts (AA) and Associate in Applied Science 
(AAS). Forty-two other States recognise these degrees. 


The community college is one method of satisfying the 
growing demand for free higher education. The President’s 
Commission on Higher Education emphasised a different 
solution ; it proposed that the number of four-year institu- 
tions should be expanded to accommodate §0 per cent more 
students by 1960. There is much scepticism, however, as 
to whether so many will ever be able to afford a four-year 
residential course, even if the number of scholarships is 
increased, There is even more doubt whether such a flood 
of would-be graduates—even if it could be financed—might 
not swamp the colleges and universities and prevent them 
from giving first-rate instruction to those who have profes- 
sional ambitions and the equipment for book-learning. The 
speed with which the community college idea has spread 
shows the need for a new institution to fill the gap between 
the high schools and the four-year colleges. Whether the 
community college provides the answer depends on its ability 
to attract teachers with an imaginative grasp of the possi- 
bilities and without too rigid an academic approach. 


x * * 


How Bomb-proof a Shelter ? 


A brisker business in cave reservations and homes 


» “outside the radiation zone ” is not the only proof that the 


leisurely tempo of civilian defence planning has been rudely 
jolted by the fighting in Korea. Until the invasion, and 
the American decision to resist it, 1953 had been the year 
by which defence against the bomb, like so many other 
things, was to be ready. Now city mayors and State Gover- 
hors await with impatience and open irritation the interim 
guide the Federal Government promises to publish early in 
September, and some, refusing to count on Russian restraint 
until then, are going ahead on their own. Congressmen, 
startled to find that even they would not know what to do 
if an atom bomb fell on Washington, have hastily passed a 
model civil defence law for the District of Columbia ; the 
$30,000 tentatively mentioned in June to finance prepara- 
tions has been raised to $290,000. Governor Dewey has 
appointed General Clay to supervise New York’s plans ; 
already wardens are being appointed and an observation 
network created. Chicago is sponsoring a “ walking blood 
bank” scheme by tattooing blood types under, not on, the 
arms that might be blown off. 


By and large, however, despite loud complaints of Federal 
delay, sharpest in the West Coast cities conscious of being 
only’ ten hours flying time from the nearest Soviet base, 
plans remain on paper, if they exist at all. Only twenty-one 
States possess’ a: civil defence law ; nineteen have taken no 
‘teps whatever. Most, though not all, of these, are wilikely 
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ever to experience an attack, but mutual aid pacts are 
desirable if bombed areas are to secure effective aid from 
their neighbours. At present Newark’s fire-fighting appara- 
tus, for example, would be useless across the river in New 
York because of coupling differences, and New Jersey’s 
nurses and doctors are forbidden to practise in Pennsylvania 


—though the latter refinement would hardly survive an atom 
bomb. 


Even more urgent, in the view of Mr James M. Landis, 
director of civil defence in the last war, is the need to 
designate a single authority to issue defence regulations and 
ensure the best use of all resources. Dr Larsen, the national 
director of civilian defence, is only a planning officer ; he has 
no enforcement authority. Moreover, there have been juris- 
dictional quarrels between committees, and the National 
Security Resources Board only recently received the informa- 
tion from the Atomic Energy Commission that is necessary 
to formulate its guide against atomic attack. Prolonged bom- 
bardment by conventional weapons is not regarded as a 
Serious threat; it is the relatively unknown, and more 
terrifying, effects of atomic weapons that monopolise atten- 
tion and have made the new guide issued this week a best- 
seller overnight. 


Among the general measures that the report recommends, 
and which incidentally would add to the peace-time 
amenities of dwellers in large cities, are the provision of 
more parks and the clearing of slums, to reduce the density 
of population and fire hazards, and the building of better 
highways, as escape routes and fire-breaks. The implication 
seems to be that the $450 million some New Yorkers would 
like to spend on vast shelters under the parks might better 
be invested in these other ways. The NSRB already ha» a 
plan for moving key Washington agencies to new towns 
50 miles from the centre, and filling the vacancies with less 
precious personnel—the exact obverse of what happened in 
the last war. The dispersal of industry is another matter ; 
few cities, even under the shadow of the bomb, will willingly 
see their bread and butter depart—perhaps for ever. 


Shorter Notes 


President Truman has sought shelter from the gathering 
Congressional storm over the Reconstruction Finance Cor- 
poration and has refrained from renominating two of the 
existing directors for a new term. The chairman, Mr Hariey 
Hise, had been especially hard hit during the Senate inquiry 
into the RFC and he is one of those now dropped. 


* 


With the new defence programme a new defence investi- 
gating committee has also got under way in the Senate and 
is hoping to do as good a job as its predecessor in the last 
war. Its chairman, Senator Lyndon Johnson of Texas, may 
also hope to follow in the footsteps of his predecessor, 


ex-Senator Truman. 
* 


The American soldier in Korea may feel that as yet his 
weapons show little improvement over those of the last war, 
but at least his combat rations are better. The famous C 
ration has become the C-4 and now contains tinned fruit—a 
choice of cherries, peaches, pineapple or fruit cocktail—as 
well as pork sausages, chicken, stewed meat or ham 
eggs, bread, cigarettes, a spoon and a cake of soap. 

* 


In the interest of the national security, the du Pont 
Company, which withdrew from atomic energy projects in 
1946, has been prevailed upon by the Atomic Energy Com- 
mission to take the responsibility for some new plants of 


advanced design to produce materials “ which can be used 
- either for weapons or for fuels.” It is taken for granted that 


this new project is connected with the hydrogen bomb. 
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THE WORLD OVERSEAS 





Pakistan’s Third Birthday 


(From Our Karachi Correspondent) 


ee. was three years old last Monday. These three 

years of existence have put Pakistan firmly on the map 
and have secured for it recognition as the strongest and most 
stable Muslim State. In terms of population it is, of course, 
by far the largest and, being divided into two portions one 
thousand miles apart, it has a special strategic importance 
in that it has one foot in the Middle East and the other in 
South-east Asia. It is interesting to compare the attention 
now paid to Pakistan by foreign governments and press 
with the indifference with which the country was regarded 
in its early struggles. Obviously in the early days the world 
was inclined to regard Pakistan as a figment of Jinnah’s 
brain which might not survive his death, and would at best 
have a hard job to establish its economic viability. 


Pakistan’s foreign policy from the outset has been almost 
entirely dictated by its fear of India. There has already been 
an undeclared war in Kashmir, and full-scale war very nearly 
broke out last March. Pakistan’s grievance against the 
Commonwealth—of which it has all along been disposed to 
be a genuine member—has been that the United Kingdom 
and associate countries have not been fulfilling their moral 
responsibility of settling disputes within the family, and of 
taking a firm line against India when called for. Hence, 
the brief Russian flirtation last year ; nothing earned so much 
kudos for Liaquat Ali Khan in his own country. By 
accepting the Russian invitation—which still stands—the 
Prime Minister made it quite clear to the Commonwealth 
countries, and America, that Pakistan was not prepared to 
be treated as a camp-follower. At the same time it must be 
recognised that there is no real enthusiasm in Pakistan for 
the combined action against aggression in Korea, and that 
Pakistanis take a very cynical view of the United Nations. 
They contrast the speed with which it acted when American 
interests were threatened with its spineless attitude towards 
the Kashmir, Junagadh and Hyderabad affairs. 


Relations with the Commonwealth 


Although the present tendency is for Pakistan to align 
itself with the Commonwealth, it must be remembered that 
it stands committed to nothing. It is for the Constituent 
Assembly, which is still only at the early stages of constitution 
making, to decide whether Pakistan remains a Dominion, or 
a Republic within the Commonwealth, or even quits the 
Commonwealth altogether. The odds are that it will follow 
India’s example and become a Republic within — the 
Commonwealth. Pakistan has not, however, finally found 
its political niche. On the other hand, it has determined its 
ideological status. It regards itself as an Islamic democracy 
based on “Islamic Social Justice.” This means a “ third 
way,” lying between capitalism and communism, which has 
much in common with British socialism and the concept of 
the welfare state. Concentration of wealth in the hands of 
a few individuals is to be avoided, though private enterprise 
is to have its place. Communism on the Russian model is 
regarded as repugnant to Islam, but public utility concerns 
are likely to be completely nationalised within the next ten 
years. 

It was fortunate for Pakistan that it had the leadershiz, 
of Mr Jinnah for its first year. Jinnah was meticulously 
constitutional, but was nevertheless a dictator in the sense 


that his authority was absolutely unchallenged and his 
lightest word was law. There might have been a serious 
crisis at his death—for there were disgruntled elements jn 
political life—but Mr Liaquat Ali Khan carried the day 
successfully and now occupies almost as secure a position as 
Jinnah did. Being Prime Minister, he can exercise his power 
even more constitutionally than Jinnah did. His government 
is a Muslim League Government, and the League is by far 
the most important party in the country. Various splinter 
parties have come and gone, and at present, there is only one 
party which can be regarded as in any sense a rival to the 
Muslim League. This is the Awami Muslim League, led by 
Mr H. S. Suhrawardy, the former premier of undivided 
Bengal. Suhrawardy has gathered various dissident elements 
under his banner; but he started under a disadvantage 
inasmuch as he had originally continued his citizenship of 
India, and only came over to Pakistan when it suited him. 


Financially Strong 


Pakistan has always taken great pride in having balanced 
its central budgets during each of the three full financial years 
for which budgets have been presented. This has certainly 
been a tour de force on the part of Mr Ghulam Mohammed, 
the Finance Minister. Nor should it be thought that the 
very high level of defence expenditure has squeezed out 
expenditure on development. In 1950-51, Rs 25.34 crores 
have been budgeted for capital expenditure on development 
—almost exactly twice as much as in the previous year. The 
Pakistan Government has sometimes been criticised for 
paying too much attention to industrial development and too 
little to its natural resources, that is, to agricultural 
development. There is not much basis for this criticism, 
which arises from the fact that industrial development steals 
most of the news ; every new factory gets into the headlines, 
while agricultural schemes seem to lack news value. Actually, 
Government have, so far, approved 105 special development 
schemes, estimated to cost about Rs 112 crores over a period 
of 5 years. Of the total expenditure of these schemes, the 
heading “ Communications” accounts for Rs 33-12 crores, 
even though this does not include the bulk of the Rs 14.5 
crores, which is being spent on the development of Chittagong 
Port. “ Electricity” accounts for Rs 29.53 crores, and the 
approved schemes for the generation of electric power will 
bring the total output up from 40,000 kW to 200.000 kW. 
“Irrigation” accounts for Rs 22.16 crores, and “ Agri- 
culture ” for Rs 16.04 crores. “ Industry ” accounts for only 
Rs 7.50 crores. These figures do not include provincial 
schemes to the extent that the latter are being financed by the 
provinces out of their own resources. e huge Lower 
Sind Barrage scheme, for example, is not included. 


Three years have proved that Pakistan is not mcrely 
economically viable, but, if left in peace, is capable of 
attaining a level of prosperity which would be unusual 10 
an over-populated Eastern . It has the inestimable 
advantage of starting on a thor ily sound basis for general 
development—self-sufficiency in foodgrains, plus valuable 
cash crops for export which — in the necessary foreign 
exchange to pay for requirements of manufactured goods from 
abroad. “Tf left in peace,” is however a big “ if.” Even 
in the present state of uneasy relations with India, Pakistan 
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ic spending ‘between 60 and 70 per cent of central revenues 
on defence: this, of course, includes expenditure charged to 
capital as well as expenditure appearing in the revenue 
budget. No country can afford to spend so high a proportion 
of its income on unproductive expenditure if it is to attain 
a well balanced economy, least of all Pakistan, which has a 
_ vast programme ahead of it. Mr Ghulam Mohammed makes 
no secret of his belief that both India and Pakistan are 
heading for bankruptcy, unless they can reduce defence 
expenditure—unless, to put it another way, they can come 
to an agreement over Kashmir. The future of both countries 
depends on this thing more than anything else. 


Italy’s Fifth Column—Il 


[FROM OUR ROME CORRESPONDENT] 


Ir is in practice evidently impossible to treat eight million 
yoters, or a third of the population, as a fifth column. Nor, 
however, can two and a half million persons (the present 
alleged membership of the Italian Communist Party), knitted 
together by an intricate organisation and dominating strategic 
points of the national society, be carried along as an actively 
hostile organism within the body politic. Recent Communist 
statements have it that 20,000 persons pass yearly through 
the Party’s various schools of political and ideological leader- 
ship and that another 4,000 take courses by correspondence. 
In Northern Italy a cell has an average membership of about 
40, in Southern Italy of above go, but a campaign is in course 
for the “ bolshevisation ” of the Party—that is, its articulation 
into a far greater number of cells. Comrades are told not to 
be shy of establishing a cell of four or five persons. This 
process is to bring many thousand more comrades into 
responsible positions. The Youth Organisation (now claim- 
‘ng nearly half a million members) has been bidden to exert 
:tself in forming small sporting, cultural, and entertainment 
units for the attraction of non-Communist youth. Reproofs 
have been administered at various levels to Party organisers 
for failure to understand the Party’s position as the advanced 
part of the nation, and for treating Catholic or Social Demo- 
cratic workers as foes, instead of as less fortunate brethren 
to be guided subtly to the light. An examination of recent 
Communist documentation indicates an intense effort to 
radiate the Party’s doctrine, way of life, and organisation for 
mutual assistance and discipline into the recesses of Italian 
village, workshop, farm, and family life, coupled with a recog- 
nition that in recent perplexing times many weak brethren 
have fallen away—and all for the best. In the very latest 
months, however, the paid-up membership is said to have 
expanded sharply (in Rome province by 10 per cent in six 
months, to 100,000). It is common form, in Italy, to assume 
that the membership claims of all organisations are grossly 
exaggerated. There has so far been no spectacular purge in 
the Italian C.P., but the scrutiny of individual conduct in 
the Party is severe. 


369 


The question of how to. confront “the Communist 
menace” in Italy—in case of grave international events and 
consequent internal crisis—resolves itself, in the short run, 
into the possibility of segregating a manageable number of 
persons whose removal from political activity would cause 
their agitatory machine to run down ; and secondly, into the 
poss:bility of giving the operatives and landless peasants a 
channel, other than those controlled by the Communist Party, 
for making their weight felt in the national life. For the 
events of 1943-45 have bequeathed to the Communist Party 
a prima facie identification with organised labour which has 
not been successfully challenged. 


Partisans and Patriots 


How many Communists can be considered as: dangerous 
carriers of the fifth-column germ? One may reasonably 
suppose that the infectious hard core consists in the main of 
men (and some few women) who participated conspicuously 
in the anti-Fascist guerillas of 1943-45. The Party’s Vice- 
Leader and Military Chief, 50-year-old Luigi Longo, claims 
that 462,000 “ partisans and patriots” took up arms in that 
struggle. Making allowance for enthusiastic exaggerations, 
for the inclusion of numbers of occasional helpers, and for 
the fact that large portions of the partisan forces were non- 
Communist, it must yet be supposed that some thousands of 
present-day Communists have behind them an experience 
not merely of handling arms but of exercising some military 
command in partisan warfare. It is perhaps today as fully 
assumed in Communist circles that a political leader should 
be capable of thinking and acting in military terms, as it was 
that an eighteenth century landlord should be able to com- 
mand a body of militia. Since 1945 Italy has, of course, 
re-formed a not contemptible army and a strong police corps. 
Yet there has been some surprise in Italy that Signor De 
Gasperi’s mettlesome Defence Minister, Signor Pacciardi, 
should in July have talked confidently in the presence of 
foreign Military Attachés of “four hundred or so” persons 
whom it would suffice, in an emergency, to deprive of oppor- 
tunities for harm. The fifth column can hardly be so slender. 
Yet, however difficult the problem of segregating the Com- 
munist politico-military élite in case of extremities it is 
on the other hand clear that the present Ministers would 
not easily be deflected from a stern policy. It is pre- 
sumed that in the case of real trouble there would be a mass 
rally to the stronger side, and it is presumed that the stronger 
side would be the one which controls the police. 


The most important of all considerations, for those who are 
attempting to lead Italy against all Marxist aspirations into 
a peaceful “ Western ” evolution, is how the factory workers 
on the one hand, the landless peasants on the other—twin 
pilasters of the present fifth column—can be shown a 
way to participate creatively in the national society. 
The General Confederation of Labour, resuscitated in 1944 
as the sole central syndical organisation, with a Communist, 
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a Socialist, and a Catholic Secretary-General, survived in 
that form uneasily through the year which passed between 
the “expulsion” of the Communists from the Government 
(as that episode is described by themselves) and the electoral 
victory of Signor De Gasperi in 1948. By that time the 
Marshall plan was in operation and the anomaly of a 
monopolistic labour organisation effectively organised by 
the Communists to frustrate the Marshall plan, coexisting 
with a Government pledged to the Marshall plan, no ionger 
appeared tolerable. The first inclination, on the Government 
side, was to try to wrest control of the Confederation from 
the Communists by compelling the component unions to 
elect their officers (and so, at the top of an electoral ladder, 
the Central Union’s officers) by democratic secret ballot. But 
before this democratically correct solution could be attempted 
the Catholic officials, under the impulse of the Vatican’s 
Catholic Action, threw in their hands and formed a separate 
Catholic Union. In course of time this body has gained, or 
claimed, about one and a half million adherents. The 
Catholic secession left high and dry inside the General 
Confederation the considerable portions of the Socialist 
sections which had prepared to respond to the call to break 
the Communist control. Later, two distinct groups of 
Socialist Unions broke away, first the FIL, which after a 
dim separate career on American money has recently joined 
the Catholics in the CISL. This joint organisation now backs 
the Government more or less to the hilt. The second 
defection created the new but potentially more substantial 
UIL, hostile both to the Communists and to the Government. 
Ostensibly the General Confederation, with its claimed 
membership of well over five millions remains a pure preserve 
ef the Communists and the rump of Nenni Socialists, and 
acknowledges a net loss of about one million members as the 
result of these defections. 


Failure of Political Strikes 


The big losses to the Communist unions haye been 
in Lombardy and Venetia, regions where small textile 
factories employing many women are specially prevalent. 
State employees, bank employees, and school teachers 
have for the most part adhered to the secessions, but 
also quite substantial groups in the tougher industries. 
There has been open criticism of the syndical side of the 
Party’s activities at recent meetings of the Communist 
executive, and the General Secretary of the Confederation, 
Di Vittorio, though Moscow-trained and a Spanish War 
combatant, walks on a tightrope between party obedience 
and the public opinion of his Union, which strongly objects 
to a purely political and ideological treatment of labour 
questions. The many local and temporary general strikes 
called since 1948 for political motives have been progressive 
failures, and none has been attempted since the spring, 
when the protest strike against the unloading of Atlantic 
arms was purely nominal. 


In short, it may be suggested that the syndical situation of 
the Communists is weaker than it appears, and has not allowed 
them much real opportunity for frustrating the Government 
in the day to day field. 7 
ment by the CISL has lately proved adequate to save it from 
the humiliation of total labour stoppages. — If, however, the 
Government were to attempt to conduct the country quickly 
along a full-blooded line of policy upon which no moral unity 
has been achieved: in the nation, such a course, however 
necessary, would entail ‘a'most perilous political operation. 

The observer of Italian affairs is bound to express. anxiety 
when contrasting the suddenly increased urgencyof the 
military co-operation which it is suggested that all 
“ Western” nations must offer as a counterpart to economic 
assistance, with the slow and broken progress in Italy of the 
policies which would make the Italian masses feel that a 


“Western” evolution offers them better hopes than the ‘ 


dictatorship of Togliatti, or of Togliatti’s tougher replacement. 
(Concluded) 


support given to the Govern- . 
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Canadian Trade with the 
~. United States 


[FROM OUR OTTAWA CORRESPONDENT] 


THE United States rearmament programme promises to 
accelerate the trade trends between Canada and the United 
States which were already becoming very pronounced before 
the Korean crisis. Before the war Canadian exports were 
equally divided between the United States and Britain: 
37 per cent of the total exports went to each. In 1949 the 
United States took 51 per cent of Canadian exports and the 
United Kingdom took only 24 per cent. In the first half of 
this year the United States took 64 per cent of total Canadiag 
exports, and Britain’s share was down to 17 per cent. The 
import picture has not changed so drastically. The United 
States was always. Canada’s chief supplier. Between 1935 
and 1939 it supplied 61 per cent of Canadian imports, against 
Britain’s 18 per cent. The US share rose to 70 per cent in 
1949, and just under 70 per cent in the first half of this year. 
Britain’s share dropped to 11 per cent in 1949, and was 
recovering in the hl part of this year: for the first five 
months it was 12.8 per cent. 


In 1947, Canada’s balance on commodity trade with the 
United States ran a deficit of more than $900 million. The 
reserves of gold and US dollars dropped to the dangerously 
low point of $500 million. Before the end of the year the 
Government had been obliged to impose a strict import 
control programme. It banned the import of a range of 
goods amounting (on 1946-47 ttade figures) to $150 million ; 
it applied quotas to categories amounting to another $250 
million ; and it required import permits for the whole range 
of capital goods, motor vehicles and production materials on 
which Canada had spent $572 million in US dollars in 1947. 


The balance of payments responded immediately. The 
reserves shot up to $997 million by the end of 1948 and 
$1,117 million at the end of 1949. At the end of June this 
year they had increased to $1,255 million. Many factors 
have contributed to this increase. No doubt the import 
restrictions were a vital factor in tipping the scale, but they 
have been progressively relaxed for the last two years without 
altering the favourable trend. On July 1st the banned list 
was reduced to a few minor items, whose total 1946-47 value 
was only $25 million. The quota list was down to some 
$200 million on the same basis ; but there were a good many 
~ that it was affecting very much less than that volume 
of trade. The backlog of demand which so inflated Canadian 
imports in 1947 has by now been largely satisfied ; the sources 
of supply, which in 1947 were largely restricted to the United 
States, have now widened ; and in some items such as textiles 
it appeared that the competitive appeal of the US products 
had to a considerable extent worn itself out. It is doubtful 
whether the full quotas permitted for US imports will be 
used. Very much the same story applies to capital goods, 
where the Government has always tried not to refuse permits 
for any essential imports which had to be obtained from the 
United States. Permits granted in 1949 had crept back to 
about the same level of imports as 1947. 

If import restrictions are not enough to account fox the 
improvements in reserves the next obvious answer is ECA. 
Commentators in the United States have attributed nearly 
all the Canadian improvement to offshore purchases under 
ECA. This has certainly been an important factor, but US 
observers seem to exaggerate its effect. It is in fact difficult 
to determine what ECA funds are actually spent in Canada: 
expenditures frequently vary very widely from the allocations. 
Nor is Canada very much concerned ; so long as the ERP 
countries raise the funds from somewhere to buy Canadian 
goods it does not matter whether they are ECA dollars of 
“free dollars.” Britain’s dollar deficit with Canada in 1949 
for instance, was about $400 million. $120 million of this 
was covered by a Canadian credit, .It may be argued that the 
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TO ALL CONCERNED 
WITH PRODUCTIVITY 


The specialist team from Britain, which recently toured the 
factories of the United States, has brought back to 
British industry a Prescription for Prosperity. “Better 
materials handling”, says their report, “offers a greater 
opportunity to cut production costs and increase 
productivity than any other single factor”. 

Of the fork truck in particular, the report says, 
“Here is a device of such importance that it 
warrants detailed study by all concerned with 
increasing productivity”. 

Here now—made in Coventry—is the ‘ 
Coventry Climax fork truck—ready, now, to take # 
over a hundred-and-one jobs of handling all 
along the production-distribution line. It lifts, 
carries, stacks and loads almost anything, up 
to 6,000 Ibs. at a time. It is mobile, powerful, 
dexterous, versatile. It is a hoist, a truck, a 
loco and a “conveyor belt.” It is a whole 
handling system in one. 

There are Coventry Climax Models, Diesel or Petrol 
driven, to suit almost every need and circumstance. 


They range from a new TSM 1500 Ib. model specially 
designed for work in small spaces, to the heavy-duty 


FTF series lifting 4000, 5000 or 6000 Ibs. in a single load. 


COVENTRY CLIMAX fork lift trucks 


For details of the trucks best suited to your needs, write to Dept. 52 
COVENTRY CLIMAX ENGINES LTD., WIDDRINGTON ROAD WORKS, COVENTRY 
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remaining $280 million could not have been covered without 
ECA offshore allocations. But Canada’s net gain from ECA 
dollars is limited to that amount. 


A third factor, besides import controls and ECA offshore 
purchasing, which accounts for the improvement in the 
Canadian postion, is increased exports to the United States. 
They have risen from a monthly $83.7 million in 1947 to 
$125 million in 1948 and 1949, and $146 million in the first 
five months of 1950. 


Conscious policy has helped this rise in two ways. At the 
same time that the import restrictions went into effect im 
November, 1947, the Geneva tariff concessions were 
announced. These new rates gave Canada in many important 
lines. the lowest US duties in living memory. It has taken 
advantage of the opportunity. At the same time the import 
controls were consciously used by the Canadian Government 
to provide incentives for export to the United States. Many 
of the larger Canadian firms which are subsidiaries of US 
parent companies were persuaded to co-operate with the 
mport control programme by allowing the Canadian plants 
to make parts for export to the United States. The permits 
given for import of capital goods and production materials 
do not therefore tell the whole story. Although certain firms 
may have imported as much as ever from the United States 
some of them achieved the same balance-of-payments result 
by the more desirable method of exporting more. 


Both these factors have helped. But neither of them has 
been the major influence, which is the astonishingly high 
level of continuing demand in the United States. Despite all 
the attempts to increase the export of manufactured goods— 
some of which have been successful—the rising exports to 
the United States consist principally of the raw or semi-raw 
products of forests and mines. Wood and wood products, 
with newsprint as by far the most important item, amounted 
to almost half the Canadian exports to the US in 1949. 


Effect of United States Rearmament 


There are, however, many disadvantages about being 
primarily a supplier of raw materials to the United States. 
Canadian policy has been constantly directed towards in- 
creasing the sale of more processed or manufactured goods. 
But the supply of raw materials has the advantage that it 
tends to be more stable than that of processed goods. More- 
over, in times of tension and rearmament, the American 
demand for Canadian raw materials is increased. It is also 
very possible that US rearmament may produce a demand 
on Canadian factories which no amount of peacetime per- 
suasion could bring forth. At the time of writing it is not 
yet known what war supplies the United States may want 
from Canada. It is, however, clear that the demand is likely 
to be considerable. The figure of $25 million a year had been 


It must be foreseen that when Canadian rearmament 
also begins to get under way, there will be an-increase in 
Canadian defence purchases south of the border. But from 
the balance of payments point of view Ganada may very well 
come out on the right side of the account. The time-lag, 
which between 1939 and 1941 kept Canadian demand ahead 
of US demand, now operates the other way round. The 
United States is setting the pace and leading the way. It is 
reasonable to suppose that the “defence account ” will start 
with Canadian earnings of US dollars which will be 


adequate to cover later Canadian expenditures in the United 
States. 


The effect of the new rearmament drive may very well be 
to bridge the difficult period which Canada, like everybody 
else, was looking forward to at the end of the ERP programme 
in 1952. In spite of the very favourable results of the last 
few years’ trading, no one would have dared to prophesy 
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before the Korean crisis that Canada would be able to 
balance its US dollar account by 19§2. 


Before the last war, sales overseas were predominantly 
means of earning US dollars to pay for the excess of imports 
oe wipilndtngtioe ae seems fanciful to 
suppose that ’s own to the United States 
a ns at tens te eee 
there. This must always depend on a high level of demand 
in the United States, either from ime prosperity or 
from defence needs or, as now, from both. In such a situation 
the problem of the British market becomes much more self- 
contained. It is to maintain the traditional exports which 
cannot find a ready market on this continent. The range is 
fairly wide, from wheat to fish to rubber goods; but Canadian 
overseas exports may merely have to find a balance in 
Canadian imports from overseas. They may no longer have 
to carry the burden of paying for ian imports from 
the United States. 


Elections in Denmark 
[FROM OUR COPENHAGEN CORRESPONDENT] 


THE Danes are going to the poll for a general election to 
the Lower House (Folketinget), on a sth. Early 
in the morning on August 9th, Hr toft, who is the 
head of the Social Democrat minotity Government, threw 
over the reins, not even taking a debate or a vote in the 
House. He simply stated that, as the majority (Agrarians, 
Conservatives, Radical Left and Single Tax Party) in a 
sub-committee set up during the night to deal with the 
Government’s proposals for a series of currency regulations 
had refused to accept these, he would appeal to the country. 
It was indeed evident from the very beginning of the 
emergency session of the Rigsdag, which was summoned to 
consider rearmament proposals and Denmark’s economic 
crisis, that the Social Democrats looked forward to a conflict 
with the Opposition, and they had no intention of listening 
to tempting invitations to form a Coalition Government. 


The Government succeeded, however, in carrying through 
one bill before Parliament was dissolved—the new defence 
measures. In its reply to Washington the Danish Govern- 
ment had stressed that Denmark, at the end of the German 
occupation, had been stripped of all its weapons, warships 
and aircraft. Immediately after the liberation, 100,000 men 
had been trained in the Army, 20,000 in the Navy, and 
30,000 in the Home Guard—altogether twice the number 
of men who had been called to the colours before the war, 
and all with an extended period of training. Expenditure 
on defence had risen from 60 million kroner ({3,000,000) 
in 1938 to 358 million kroner this year, or 2.1 per cent of 
the national income (16.9 per cent of the total state budget). 
As — contribution to the greater measure of collec- 
tive defence now necessary, the country would spend an 
additional 300 million kroner on the armed forces, and 
100 million kroner on civil defence during the next two years. 
This would bring defence expenditure to the equivalent of 
3-6 per cent of the national income (the same as Sw-den, 


who is not a member of the Atlantic Pact) or 29.1 per cent 
of the state budget. ' ste 


_ But all the Government’s proposals for covering the 
increased expenditure on defence, as well as on the measures 
to meet the economic crisis, were flatly turned down. A 
Situation, probably unique in democratic countries, thus 
exists. Rigsdag has passed a bill involving amounts 


that are far from negligible, but has refused to sanction pay- 
ment. This problem will be entrusted to the new Folketing. 

The expenditure for defence, totalling 400 million kronet 
over a period of 18 months, was to be met by a special 
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defence tax on all incomes over 10,000 kroner (about 
{500) a year, amd a compulsory 3} per cent loan 
10 be obtained from all with a capital over 50,000 kroner 
(about £2,500). | 


The Government also needed two hundred million kroner 
in cash for meeting other increasing expenses, and it intended 
io impose as well drastic restrictions on imports to close the 
gap between exports and imports. The “ National Budget ” 
for 1950-51, published in April by the Minister of Economic 
Co-ordination, Hr Wilhelm Buhl, revealed a new gap in 
Denmark’s foreign currency position. Compared with the 
year before, Denmark was 500 million kroner worse cff as 
regards foreign currency. This was mainly due to the 
devaluation of sterling, which had made a large part of Den- 
mark’s raw materials much dearer. At the same time, export 
prices were unchanged—a problem having a special bearing 
on relations with Great Britain. The deficit on the balance 
of payment for the year 1950 was at that time estimated to be 
approximately 200 million kroner. But when Parliament met 
this month the situation was even worse: the deficit was now 
calculated to be about 350 million kroner. Imports had 
cost 450 million kroner more than estimated, while exports 
had only risen by 200 million kroner. Giving the prospects 
fer 1951, the Minister of Trade, Hr Krag, had no consolation 
to offer. Developments in prices, the reduction of Marshall 
aid, increased interests on foreign debt, and so forth, would 
mean a further considerable deficit in the balance of payment, 
prebably 500 million kroner. 


Austerity Ahead 


In these circumstances, the Government submitted pro- 
pesals to Parliament to introduce austerity measures. First 
of all it would be necessary to cut imports by 280 millon 
kroner for a period of eighteen months. The goods affected 
included paper, wine, spirits, machinery, clothes and woollen 
goods. This could all be done through transferring goods 
fram the free list to the controlled list. The Minister of 
Trade said, with reference to the European Payments Union, 
that Denmark had made explicit reservations as regards the 
60 per cent rule for the liberalisation of trade, mainly en the 
argument that Denmark had the lowest tariffs in Europe. 
Furthermore the state, by indirect taxation, proposed to 
obtain 200 million kroner from taxes on tobacco, spirits, 
paper, chocolate and petrol. Even with the new taxes, these 
goods would be cheaper than in Great Britain. 


When the four democratic opposition parties (the Com- 
munists not included) turned the Government’s complex of 
bills down, it was, of course, not from the same motives. 
But all parties agreed that the Government’s economic and 
financial policy had been confused. During the last six 
months, the Minister of Trade had one week given a very 
rosy picture of Denmark’s economic situation, promising the 
population that it would find prosperity just round the corner, 
while the Minister of Economic Co-ordination the following 
week had nothing to offer but new sufferings. 


_ The election campaign’s two major subjects will be the 
metease of defence and the economic policy. The opposi- 
non parties object to the transfer of goods from the free list 
ef imports to the controlled list. eae on the contrary, 
the free list to be extended. The Social Democrats reply 
that, if imports are not checked, it will soon be necessary to 
reintroduce rationing of several goods. (Today, only butter, 
Margarine, sugar and coffee are rationed.) 


Hr Hedtoft’s Government took office in November, 1947, 
after the elections in October the same year. Normally, 
Nn enn ee en een een Dee F951. 

been brought on prematurely, there is 
of the importance of the disagreements that have 
caused this, disagreements on which both the country and 
Denmark’s allies will weloome the oppertunity of a clear-cut 
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LONDON TO EDINBURGH 
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of power units is assured by the use of 


NIMONIC Alloys 


for the moving blades in the four Rolls- 
Royce ‘Dart’ turbine engines 


Without exception the Nimonic nickel- 
chromium alloys are used for the rotor 
blading of every British aircraft gas turbine 
in production 
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THE BUSINESS WORLD 





Retirement and Taxation 


HE first question that any businessman or employee 

asks today when he is confronted with a change in 
his circumstances is likely to be simple and cynical: 
“ How do I stand for tax ?” An article in The Economist 
a fortnight ago claimed for the British tax system that 
it was as equitable as ingenuity could make it. But there 
are still great differences in the treatment of different tax- 
paying subjects. It has been said that Schedules D and E 
of the Income Tax are not two different schedules, but 
two different taxes. The man who enjoys a high gross 
income from industry or the City can enjoy the pleasures 
of “ clean boot farming ” and pay less surtax. Employed 
persons can save for their retirement out of untaxed 
income ; the self-employed professional man cannot do 
so. It is this last question that provides Mr J. Millard 
Tucker, KC, with part of his second task of inquiry, to 
which the Chancellor of the Exchequer referred in his 
Budget Speech. The committee* is to review the 
treatment for income tax of superannuation and 
pension fund schemes. It is also asked to consider 
whether further tax relief should be given for payments 
made by individuals for retirement or for their depen- 
dants after death—that is, the committee will pay special 
attention to the position of self-employed persons and 
others not at present covered by a pension scheme. 


There are thus two separate points for the committee 
to consider. The first is to review the present tax law 
governing voluntary and contractual pensions schemes ; 
this law is complicated, inconsistent and arbitrary. The 
second is to seek remedies for the long-felt grievance of 
professional men and self-employed persons who enjoy 
nO opportunity to share in the considerable tax 
advantages of pension schemes, and must struggle as best 
they can to save out of taxed income—which means in 
many Cases no saving at all. For employed persons, the 
burden of providing maintenance after retirement has 
been largely lifted by the great development in this 
generation of “ retirement benefit schemes,” as they are 
known to the Finance Acts. These are now part of the 
normal pattern of remuneration and conditions of service 
for great numbers of wage and salary earners. 


It cannot be said that income tax principles have kept 
pace with the rapid development of such schemes. Three 
groups of specific provisions in the tax statutes govern 
retirement benefits for employed persons. Section 32 of 
the Income Tax Act, 1918, grants life assurance relief for 
sums deducted from remuneration to provide for a widow 
or dependant ; such relief is not limited to the normal 
life assurance relief of two-fifths of the standard rate 
of income tax on the premiums paid, but is granted at 


* The members are:—Mr J. Millard Tucker, KC (chairman), 
Mr W. S. Carrington, FCA, Member of Council of Institute of 
Chartered Accountants ; Sir John J. Cater, late Chief Inspector of 
Taxes ; Mr H. Weston Howard, CBE, Chairman of Hayward-Tyler 
and Co.. Ltd.; Mr George Woodcok, MA, Assistant General 
Secretary of the TUC; Mr R. C. Simmonds, FIA, Past President 


of the Institute of Actuaries and Past Chairman of the Life Offices’ 
Association. 


one-half the standard rate for incomes up to £1,000, at 
three-quarters between {£1,000 and £2,000, and at full 
standard rate for incomes above £2,000. The allowance 
is limited to tax on {100 a year for contributions for a 
widow’s pension. The second set of provisions is found 
in Section 32 of the Finance Act, 1921, and in the regu- 
lations issued under that section ; these deal with the 
tax treatment of funds held in trust to provide pensions, 
and provide that the investment income of such funds 
is exempt from tax, that contributions are mainly 
exempt, and that all payments from the fund are taxable 
in the hands of the recipients. The third group consists 
of the complicated provisions of Sections 19 to 23 of the 
Finance Act of 1947 ; these deal—or attempt to deal— 
with the case of retirement benefits provided by 
employers, as distinct from benefits towards which the 
employee makes a contribution, and their main intention 
was to prevent employers from paying large annual con- 
tributions to provide tax-free lump sums to employees. 


It is impossible to trace any consistent taxation prin- 
ciple in these various attempts to deal with different 
facets of employees’ pension schemes. Anomalies and 
inequities abound. Here are some examples: 


(1) An employee’s contribution towards a widow’s pension 
is not allowed for surtax. But the same employee’s current 
contribution towards his own old age pension under an 
approved scheme within the 1921 Act may be deducted both 
for income tax and surtax. 


(2) An employee’s contribution towards a lump sum 
benefit in a provident fund is not deductible for tax purposes 
but an employer’s contribution for the same purpose is deduc- 
tible. If the employer’s contribution exceeds {100 a year of 
Io per cent of the employee’s salary and the scheme is not 
confined to persons receiving less than £2,000 a year, the 
contribution is taxed as income of the employee for income 
tax and surtax. 


(3) An employee’s contribution to a life endowment policy 
obtains life assurance relief at two-fifths of the standard rate. 
An employer’s contribution for the same purpose is tax ree. 
If the employer’s contribution exceeds {100 a year or 10 per 
cent of the employee’s salary and the scheme is not confined 
to persons earning less than £2,000 a year, the contribution 
is treated as income of the employee for income tax and 
surtax and the employee is given life assurance reliet. 


(4) A member of a Statutory Superannuation Scheme— 
which includes most persons in central and local government 
employment—may receive a tax free gratuity when he 
retires. So can an employee of a business, provided that he 
has no contractual right to receive the payment ; but if his 
terms of service entitle him to receive a lump sum payment 
on retirement, he is taxed on it. 


(s) A member of a staff pension fund approved under 
Section 32 of the Finance Act, 1932, may receive a retirement 
benefit only in the form of pension, limited to £2,000 oF 
two-thirds of salary after 25 years of service. He may 10 
receive a lump sum benefit under such a scheme. But the 
Commissioners are prepared to approve a supplementary 
scheme created by the employer, at his expense, to provide 
lump sum benefits ; these benefits are tax free provided that 
the lump sums do not represent more than one-quarter of the 
combined benefits of both schemes. 
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(6) A civil servant who elects to contribute to a widow’s 
pension obtains no tax relief for his contribution, yet the 
pension is taxed as income when it arises. 

(7) An employer can pay a voluntary pension of unlimited 
amount. He may deduct the payment as a business expense 
and the pensioner pays tax on it. But if the employee has a 
contractual right to receive a pension and the pension is 
considered to be excessive in comparison with his salary 
and length of service, a notional annual premium has to be 
calculated that would purchase: that pension (or such part 
as the Commissioners deem to be excessive) and the employee 
js taxed on it during his service. He also pays tax on the 
pension when he gets it. 

(8) The investment income of a pension fund approved 
under Section 32 of the Finance Act, 1921, is exempt from 
tax. This applies also to Friendly Societies and Trade 
Unions that pay annuities not exceeding £104 a year. The 
investment income of all other pension and provident funds 
is taxed. 


x 


The tax regulations are thus full of anomalies and 
contradictions because piecemeal legislation has been 
grafted on an Income Tax code designed long before 
retirement benefits began to be developed. Hence the 
committee’s first problem is to settle the tax principles 
that should govern the treatment of pension schemes 
for employees, on the footing that they confer deferred 
remuneration for services and that tax should be paid 


once only on the income accruing to or set aside for the . 


employee. To achieve this broad purpose, two alterna- 
tive courses can be follOwed. The first would be to 
exempt the cost of building up the benefits, by allowing 
all contributions, whether annual or capital sums, as 
deductions from taxable income and by exempting from 
tax any investment income of the fund ; then, all benefits 
whatever their form would be taxed when they fall due, 
so far as they exceeded the tax allowances of the 
recipients. ‘The second would be to tax all the costs 
of building up the benefits, and then to exempt the 
benefits when they arise. The two principles are mutually 
exclusive, in the sense that the use of one rules out the 
use of the other for a particular form of benefit, though 
it would still be possible to apply one principle to one 
type of benefit and the other to another type. 


The adoption of either principle involves difficulties 
in treating lump sum contributions or payments, since 
lump sums are normally outside the scope of the income 
tax. To adopt the first principle—that is, allowing as 
deductions from taxable income all costs of providing 
benefits and taxing all benefits as they arise—would mean 
permitting tax allowances in respect of lump sums con- 
inbuted to pension funds, exempting the income of the 
fund from tax, and taxing lump sum benefits (as well as 
annual benefits). To tax lump sum benefits fairly, they 
would have to be treated not as a single payment (vulner- 
able to the highest scales of tax applicable in that 
particular year) but as a benefit to be enjoyed during a 
period of succeeding years and subject to tax at an 
average rate appropriate to such a period. The contrary 
Punciple would involve taxing all contributions to 
Pensions funds and premiums for life assurance, and 
exempting all pensions and annuities, as well as lump 
sum benefits from provident funds and endowment 
policies. 

To state these principles in general terms is easy. But 
the tax exemptions that now exist have acquired a 
sancuty of usage, and their restriction or cancellation 
would cause a good deal of outcry, even if existing con- 
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tracts were fully protected. Yet it would seem illogical 
to ask for the ‘rationalisation .of the tax treatment of 
retirement benefits and at the same time to insist on the 
retention of a particular form of exemption that could 
not be justified by reference to principle. For instance, 
it seems to be inconsistent to deny to civil servants the 
right to deduct contributions to a widow’s pension from 
their taxable income, but to insist on taxing the pension 
when the widow receives it. But is it consistent to let 
their leaving gratuities escape tax ? Some underlying 
principles of tax treatment are clearly needed, but they 
can hardly be rigidly applied to the exclusion of social 
justification. For instance, pure logic would lead to the 
withdrawal of tax relief for endowment assurance 
premiums, since the benefits of maturing policies are 
untaxed ; in this case, insistence on a tax principle would 
obviously have to give way to the social desirability of 
encouraging thrift and personal provision for personal 
security. The important point is that any deviation from 
principle should be justified on other sufficient grounds. 


If underlying principles can be laid down for retire- 
ment benefits of employed persons, the work is then 
half-done for other persons. Controlling directors of 
companies are treated by the 1947 Finance Act more as 
proprietors than as employees, and an assimilation of the 
tax treatment of employed persons and other persons 
in connection with retirement benefits would automati- 
cally remove the existing prejudice against controlling 
directors. For self-employed persons, taxation-is so high 
that it is quite impossible for them to save for retirement 
or for dependants. This would surely justify the con- 
clusion that the income tax principle that requires saving 
to be made out of taxed income should be lifted to enable 
a proper amount of saving for retirement or dependants 
—and no more—to be made tax free. If such relief is to 
be given, it would no doubt have to be limited to pro- 
visions for sustenance in old age and for dependants 
during their dependency, but it could be extended 
generally to the rentier, the professional man, the business 
proprietor, and to the unprotected employee. 


No formidable technical difficulties appear to stand 
in the way. The insurance industry could provide cover 
at a cost governed by prevailing rates of interest and 
mortality experience. The tax allowance could be granted 
by deducting premiums from gross income for tax 
purposes, making it allowable for surtax as well as income 
tax. Some limitations of benefit would, however, be 
necessary, because there would be no automatic check 
such as can be applied in cases where the employer 
himself bears the cost of retirement benefit in whole or 
part. Five limitations suggest themselves. First, benefit 
should be in the form of a taxable annuity. Secondly, 
the benefit should not mature until a normal age for 
retirement, with suitable relaxation for earlier retirement 
caused by ill-health ; a dependent pension should not 
mature until the death of the provider. Thirdly, the 
benefit should cease on death in the case of a pension ; 
a dependent benefit should cease when dependency ends 
—on the re-marriage of the widow or the attainment of 
employable age by a child. Fourthly, the benefit should 
be non-commutable and non-assignable. And _ fifthly, 
the benefit should not be excessive in comparison with 
the income of the provider. 


This last condition is the most difficult to define in 
terms of annual premiums, because the period over which 
the benefit is accumulated may be shorter than. the 
working life of the provider, and his income may fluctu- 
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ate considerably during that period. Some limit of 
premiums in relation to annual income seems to be 
required—perhaps one-sixth, including life assurance 
premiums and state pension contribution—and also some 
maximum amount—perhaps five hundred pounds in any 
one year. In broad effect, the need is to defer income 
from working years to the years of retirement. Whether 
the benefit is in the form of an annuity (where some 
outside party underwrites the risk of death) or in the 
form of capital (which the beneficiary must spread over 
his remaining life) is immaterial provided that no capital 
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remains at the date of death, and provided that ap 
payments in the form of capital sums are taxed at the 
rate applicable to the annuities that they could purchase 

These are no more than broad suggestions toward; 
resolving the technical tangles of taxation on pension 
schemes. If the new Tucker Committee succeeds jp 
producing a consistent scheme of tax treatment for such 
schemes that would remove the present anomalies, and js 
able to extend their advantages to persons other than 
employees, it will earn the gratitude of employed and 
self-employed persons alike. 


Industry’s Assets 


eee were given last week for questioning the 
comfortable assumption that the cost of rearmament 
can be found from a continued expansion of industry’s 
productivity during the next three years. If it can be so 
covered, it will be due in no small part to the expanded 
scale of investment in new fixed assets during the past 
year or two. Broadly speaking, the growth of produc- 
tivity in industry 
is _ particularly 
marked in those 
sectors where 


























CONSOLIDATED BALANCE SHEET FOR INDUSTRY 
ANALYSIS OF ComPANY Reports PUBLISHED APRIL-JUNE, 1950 (£’000) 





industrial finance is concerned) is the lack of any obliga- 
tion on the part of companies to state unequivocally 
how much they have spent on new capital outlays during 
each accounting period. The nearest approach to such 
a figure is to compare the gross book values of fixed 
assets in successive accounting periods, and to have 
regard to movements in the total amounts set 
aside for depre- 
ciation. This 
method does not 
give perfect 
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industries that 
are directly or 
at one remove 
subject to some 
form of governmental supervision, but they rightly 
include a large margin of several hundred million pounds 
for new investment schemes that are likely to be under- 
taken by miscellaneous industries on their own initiative. 
These estimates, moreover, are concerned with projected 
expenditure, and circumstances may alter the shape and 
size of many schemes before they are completed. 

Nor, unfortunately, are the balance sheets of industrial 
companies as complete a guide to the facts about new 
industrial investment as could be wished. Indeed, it is 
now clear that one of the important gaps in the 1948 
Companies Act (so far as the economist and student of 
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in their accounts 
that they are 
often hard 
explain. These 
reservations, and 
others besides, must be kept in mind in examining the 
movement of the fixed assets of the 917 companies whos¢ 
reports appeared in the second quarter of this year. This 
group of companies represents about one-third of the 
total number whose reports are analysed each year by 
The Economist. The figures given in the accompanying 
panel show that the gross book value of their fixed assets 
has risen during the past year by a tenth from £1,401 
million to £1,537 million ; their accumulated depreci2- 
tion provisions have also increased by about the sam¢ 





3,324,078 | 3,568,115 | 3,594,612 


proportion, from £406 million to £446 million, and net 
book values are up from £995 million to £1,091 million. 
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An increase of one-tenth in the physical framework 
of British industry in a single year would be an astonish- 
ing achievement ; but that is not the meaning that has 
to be attached to these figures. All new investments in 


- MoveMENT OF FIxED AssETS ({'000) 


Previous Balance Sheet Latest Balance Sheet 





| 
Group § s | # | 22 “f 
land No. of Companies) y2 | ss | E38 | gz ss Sg 
53 | £2 | os | Ba | ge | Bs 
a Zz 
aoe ere 
} 
Food and confectionery (52). | 60,565 | 20,361 40,204 | 66,128 | 22,422 43,706 | 
vebacoo (16) .«.<cendeenanaes | 31021 | 12,218 | 18,803 37,394 | 13.342 24.052 
Building (47) ....csaescesie | 63,679 | 32,359 31,320 72,725 | 37,130 35,595 
Ragineering (70) «saseneeues | 62,357 | 23,904 38,453 | 71,538 | 27,687 43,851 
iron and steel. (000 ci ss ka | 157,589 | 51,142 106,447 175,948 | 59.700 116.248 
Chemicals and paint (28).... | 150,297 | 51,691 | 98,606 | 179,854 58,058 121,796 
Electrical manufacturing (20) | 52,248 24,859 | 27,389 58,350 27,885 | 30,465 
Motors, evcle and aircraft (27) 55,556 29,361 | 26,195 | 61,626 | 32,440 29,186 


\iieell) manufacturing (105). | 123,994 | 55,106 | 68,888 | 135,337 | 56,214 | 79,123 


fixed assets has to be shown in company balance sheets at 
cost, but the Companies Act allows assets existing before 
July, 1948, to be shown at cost, less accumulated pro- 
visions, or at net book value, or at valuation. These 
various methods of treatment make it impossible 
to compare the rise of gross and net book values 
of assets with the original figures. All the figures 
have a pound sign in front of them, but the pounds 
used to measure recent imcreases in assets are very 
different from those used in stating the bulk of 
existing assets in industry’s books. The fact remains, 
however, that these companies—and ‘they are a 
representative cross-section of British industry — have 
expanded their fixed assets in a single year by 
£136 million, and this represents an appreciable slice of 
the total outlays on new industrial plant and buildings 
contemplated in the Government’s economic planning 
for 1949. It is, of course, to that year that the figures 
mainly relate, for the notional accounting year that they 
cover ended in January last. 


Approximately £100 million of these capital expendi- 
tures were undertaken by nine industrial groups, whose 
separate figures for fixed assets and depreciation pro- 
visions are to be found in the second table ; gross book 
values have increased from £757 million to £859 million. 
(Complete figures for over thirty groups are given as 
usual in the Records and Statistics Supplement.) These 
groups happen to include several of the industrial giants 
—Unilever in “Food and Confectionery,” British 
American Tobacco, and Imperial Chemical Industries— 
but they are none the less representative for that. The 
progress of major schemes of industrial equipment is 
reflected in gross additions to fixed assets of over 
{18 million by iron and steel companies reporting last 
quarter and of no less than £29} million for chemicals. 
Miscellaneous manufacturing industries have increased 
their fixed assets by nearly £114 million, building and 
engineering by £9,000,000 each, and electrical manu- 
facturing, tobacco and the motors, cycle and aircraft 
groups by about £6,000,000 each. Of the total increase 
in fixed assets, roughly one-third has been written off 
in the latest year, for accumulated depreciation pro- 
visions have been raised from {301 million to £335 
million. But the individual provisions for depreciation 
Vary rather widely—for instance, the engineering and 
electrical groups seem to have provided reserves last year 
against half of their new expenditure, whereas the 
chemical group’s write-offs represented less than a 
quarter of its new outlays. Such comparisons cannot be 
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pressed too far, and they are likely to be modified by 
movements in capital and revenue reserves. 

_ For the 917 companies whose summary balance sheet 
Is set out in the panel, such capital reserves increased by 
£52 million during the year, and revenue reserves by £81 
million. Together with a significant increase in issued 
loan and share capitals (£56 million) there was thus an 
expansion of the long-term resources of these companies 
as a whole of £189 million, well over half of which has 
been applied in the expansion of net fixed assets. The 
remainder has been required (together with an increase 
of £44 million in current liabilities and provisions) to 
finance an increase in current assets of no less than 
£130 million. Here the key fact is the increase in stocks 
(£57 million) and in debtors (£48 million). The 
behaviour of prices since the beginning of the year has 
removed all fears about the possible consequences of a 
fall in stock values; indeed, on present indications, 
company profits during the coming year are bound to 
be considerably augmented by so-called “ inventory 
profits.” It is to these profits (after the tax collector has 
taken more than half) that industry must look for the 
main part of the new resources that will be required to 
finance the higher cost of its inventory holdings. And 
apart from this need for current finance, there are still 
large investment programmes awaiting completion and 
permanent finance. Hence it is probable—given favour- 
able market conditions—that the recent flow of industrial 
debenture issues may continue in the autumn. The 
relatively recent emphasis on such industrial borrowing 
finds a certain reflection in the rise of £164 million in 
the debenture capital of these second quarter companies. 
Given the relatively high cost of new ordinary capital, 
and the inhibiting effects of Profits Tax on equity and 
preference share issues, it is likely to become more 
marked in future. 





The Gateway to India 


Businessmen need go no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great value 
to those interested in developing trade with these territories. 
Enquiries are welcome at Head Office and branches. 


A comprehensive banking service is 
available at the Bank’s branches in 


INDIA PAKISTAN CEYLON BURMA KENYA 
ZANZIBAR UGANDA TANGANYIKA and ADEN 


NATIONAL BANK OF INDIA LIMITED 
Head Office : 26 Bishopsgate, London, E.C.2. 
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Banking is his business 


For advice and help in matters of personal 
or business finance you should see the 
Manager of your nearest branch of Barclays. 
Banking is his business and it is a business 
he thoroughly understands. His experience 
can help to clarify complex problems and to 
solve your particular worries. But please do 
not wait for difficulties to arise before finding 
out what Barclays can do for you. An 
enquiry made today may provide tomorrow’s 
answer and save you much unnecessary 
worry—and your enquiries will be most 
welcome at any of our branches. 


BARCLAYS BANK LIMITED 


ee They tell me Brown's 
retiring next month.” 


**Lucky chap te be able 


te afford it! oe 


Not lucky, really — just sensible. 
He had a Scottish Temperance Personal Pension 
Policy easily paid for from his annual income. 
Now he will enjoy a reasonable standard of 
living in his retirement. Write for further 
details to the Scottish Temperance and General 


Assurance Company, Ltd., Dept. N, 109 St. 


Vincent Street, Glasgow. 
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Rubber and tin from the East are two of our major dollar earners § 
—there are many others in this area—and the Chartered Bank’s . 
wide network of Branches assists British business men in ab 
expanding this valuable potential and also earns dollars fot W 
Britain in the form of invisible exports. Eastern merchants and he 
Prospective traders are cordially invited to discuss their plans th 
with the Managers of any of our offices in this country, and we im 
shall have pleasure in placing our comprehensive Bastern 
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The Chartered Bank of India, I 


Australia and China 


* ’ (Incorporated by Royal Charter in 1853) 
HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. th 


Manchester Branch: 52 Mosley Street, Manchester, 2. Liverpool Brapdl ce 
a7 Derby echange ant ites : 

West-End (London) Braaste se Chennai Sireet tgadon S.Wale + de 

New York Agency: 65 Broadway, New York. . hi 

The Bank's branch system, under British management directed from London, srw hi 
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Business Notes 


The Rise in Gilt-Edged 


An unexpected but outstanding feature of the stock 
markets during the past week has been the increasing and 
quite pronounced firmness of gilt-edged securities. Since 
Wednesday of last week these have advanced day by day, 
culminating in rises of up to § on Wednesday of this week, 
and bringing the week’s gains in some stocks to as much as 
1}. Significantly, this gain was scored by one of the longest 
stocks in the market—the 3 per cent British Gas Stock 
1990-95, now quoted at 90%. The ground had been prepared 
for this advance by the calmness of the investing community’s 
response to the Korean bombshell. Only in a few stocks did 
the impact knock more than two points off the pre-Korean 
prices—and most of this decline was due to the jobbers’ 
precautionary marking-down of prices rather than to any 
general pressure of sales. Thereafter, several weeks of narrow 
markets and minor price changes seemed to confirm that, 
despite the day-by-day pronouncements on defence plans and 
possibilities, there was little danger that the public would be 
stampeded into a rush for liquidity. 


Meanwhile, first impressions about the probable effects of 
world rearmament suggested that, thanks to American buy- 
ing in the world markets, Europe’s dollar problem will be, 
if not solved, at least deferred to an indefinite future. On top 
of this came the argument that, if the Government now faces 
a long phase of rising defence expenditure leading to deficit- 
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financing, it may wish, as in 1939/45, to borrow on comfort- 
able terms and will prime the gilt-edged market accordingly. 
With all these reflections in mind, investors began to take 
heart afresh, and some of the institutions quietly resumed 


their pre-Korean policy of extending the average life of their 
portfolios, 


Interest Rates and Defence 


The authorities, moreover, have not been slow to take 
advantage of these conditions. In the very thin market 
that obtains at present, even moderate buying exerts a per- 
ceptible effect, and the Departments seem to have been 
deliberately accentuating it. There is no evidence that they 
have been net buyers, but the Govvernment broker has inade 

8 presence very definitely felt—mainly by switches that, so 
far from being complementary to, have often competed with 


those of the institutions. In particular, there has been a 
tendency to dry up still further the limited supplies of the 
longer-dated stocks. This apparently mainly explains the 
week’s good gains in Transport and Gas stocks, and the rise 
in the premium on the new partly-paid BEA stock (1976/79) 
from }¢ to 13 points—a quotation that compares with 11: on 
the eve of the Korean assault and with 4 in early July. This 
comparison, however, is not quite typical of experience in 
other stocks over the whole period: Gas and Transport stocks 
are just back to their pre-Korean prices, but other stocks in 
this.section of the market still show small net losses. 


Although the recent strength of the market can be thus 
explained, it cannot be regarded as an entirely rational move- 
ment. The activities of the Government broker have, of 
course, had a psychological effect transcending their direct 
effect, and have been widely interpreted as confirming the 
hypothesis that the authorities are planning, even thus early, 
to return to former techniques of managing the market. 
This assumption surely takes a great deal too much for 
granted. In the first place, there is no evidence yet that 
the actual scale of defence expenditure can become really 
formidable in the early future, and—in the absence of a 
new and greater emergency—would be unlikely in any 
case to be strongly felt before well into 1951. Apart 
from this, there is at the moment a more serious flaw 
in the City’s line of argument. So long as the Government 
adheres to its present clearly indicated approach to the 
defence problem—a “ business-as-usual” approach, with the 
minimum of new controls and emergency measures, no 
retrenchment and no special budget—any additional defence 
outlay is bound to aggravate the underlying strains upon the 
nation’s capital account and to increase the inflationary 
pressures. The more reluctant the Government is to depart 
from this attitude, the stronger will be the case for allowing 
interest rates to play some part in exercising restraint, and 
the more hazardous will it become to pursue the opposite 
gilt-edged policy of trying to force rates down—for this 
can be done only by new creations of credit that will feed 
the fires of inflation. 


* * * 


The Winter’s Coal 


Lord Hyndley’s appeal to the miners to start their 
autumn production drive a month sooner than usual is un- 
doubtedly needed. Experience has shown that the miners 
can be relied upon to produce more coal in the last quarter 
of the year than at any other time, but the extent of their 
autumn effort is never fully predictable. Last year they 
saved the situation by a sustained effort as unexpected as 
it was welcome. But there were ‘then 20,000 more miners 
in the pits than now. Unless the reduced labour force 
responds even better to appeals this year, the unpleasant 
choice will have to be made between cutting remunerative 
exports and facing the winter with what are considered 
dangerously low stocks. Responsibility for that decision 
would lie less with the Coal Board as the producer than 
with the Board of Trade, which negotiates the trade treaties 
under which coal is exported, and the Ministry of Fuel, 
which is concerned with the country’s stocks. 


In the Economic Survey it was estimated that coal pro- 
duction would be between 218 and 223 million tons and 
home consumption between 199 and 201 million tons, 
leaving 19 to 22 million tons for export. Both production 
and consumption are running within the margins allowed, 
but production is at the lower end of the estimate and con- 
sumption at the upper end. Figures for output up to 
August 12th show that 131,465,300 tons of coal had been 
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produced, only 1.7 million tons or less than half a week's 
output more than in the same period last year. By 
August 5th consumption had reached 131,725,000 tons of 
which 11,563,000 tons were exports and bunkers. This is 
4,900,000 tons more than in the same period last year and 
exceeds the production increment by 2,866,000 tons. 


Comparisons made at this season of the year tend to give 
an unduly pessimistic picture because it is in production 
that the seasonal fluctuations are the greater, and the trough 
of the holiday season is hardly over yet. Another unknown 
factor in the stock position is the extent to which house- 
holders may have taken advantage of the reduced summer 
coal prices. Still, the position is clearly not bright, and the 
continuing fall in manpower in the mines may tend to 
aggravate it further. This fall has not yet been checked 
by the influx of juveniles that is expected at the end of the 
school year. There have been suggestions that the call-up 
of certain classes of reservists to the forces has taken face- 
workers from the mines in recent weeks. This, if true, is 
disturbing even though the numbers so far involved are 
small. The Coal Board has lately as a deliberate policy 
been relying less on wholesale recruitment than formerly, 
and more on improving the effectiveness of deployment at 
the coal face of its existing labour force. There may be 
some danger that withdrawals of men for the forces may 
introduce an incalculable element that will upset the pro- 
duction plans. Some reassurance seems to ‘be needed that 
the Government is aware of this danger. 


* * * 


Argentina Bets on a Boom 


Argentina’s confidence that a new world inflation is 
about to pull its economic chestnuts out of the fire found 
some small reflection this week in the announcement that 
a sum of 30.8 million pesos is to be made available for 
purchasing new railway equipment in London—and for 
paying at long last for railway equipment already received. 
It is impossib'e to say how much sterling this 30.8 million 
pesos represents. If it is converted at the remittance rate 
of 25.25 pesos to the f, it amounts to about {1,200,000 ; 
if converted at the Government import rate of 10.45 pesos, 
it would be about £2,950,000. The probability is that 
Argentina will pay as little sterling as it can consonant with 
its need to buy new equipment to keep its railways running 
in good order. The same criterion of short-term advantage 
is likely to influence its decision whether to pay off other 
portions of its outstanding £15 millions of commercial debt 
to this country—as and if its imports from the sterling area 
mount. Argentina’s lack of any sense of obligation in such 
matters was shown anew last week when a Bill was suddenly 
slipped through the Senate raising the profits tax imposed 
on foreign companies (many of which are long-standing 
creditors of Argentina) from 24 per cent to 30 per cent; 
at the same time profits tax imposed on Argentine companies 
was raised from 15 per cent to 24 per cent. The precise 
incidence of the tax on British companies trading in 
Argentina will, of course, be affected by the relief they gain 
under the double tax concessions in the last Finance Act ; 
but they are likely still to be appreciably out of pocket. 


The background to Argentina’s resurgence of confidence 
—and therefore its resurgence of chauvinism—was clearly 
seen in a recent decree authorising the Ministry of Technical 
Affairs to resume publication of trade statistics now that 
“the country’s fight for economic independence has been 
won.” (Freely translated, this means “now that the statis- 
tics do not make such a bad showing.”) The Ministry’s 
statistics purported to show that Argentina had a trade 
surplus of 259 million pesos in the first four months of this 
year compared with a deficit of 486 million pesos in the 
same four months of 1949 and a deficit of 928 million pesos 
in 1949 as a whole ; they suggested, moreover, that Argen- 
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tina was in viable surplus with both the United Kj 
and the United States. In view of the odd things ¢ 
happen to Argentine trade statistics in the course of thei 
translation from foreign currencies to peso values, th: 
figures must be treated with reserve. The fact that publi. 
cation has been resumed, however, suggests that the Argen. 
tine Government is optimistic about its future tray. 
prospects. The same optimism, incidentally, has 9, 
induced neighbouring Uruguay to follow Argentina’s [ej 
in suspending meat shipments to Britain until the dispute 
about prices is settled. 


ngdom 
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Aircraft Production in the Commonwealth 


The announcement that the newest British fighter 
(which is thought to be the fastest in the world) is to be buii: 
in Australia under licence from the Hawker Aircraft Com. 
pany, is the latest development in the dispersal of aircraft 
production over the Commonwealth. There are three air- 
craft companies in Australia. One is a subsidiary of de 
Havilland and is primarily concerned with producing 
Vampires. The second is the Commonwealth Aircraft 
Corporation, in which Rolls-Royce recently bought ; 
minority interest. It is here that the new fighter, the 
P.1081, is to be built. CAC are already building Rolls- 
Royce Merlin and Nene engines under licence ; the Nene 
is used in the Vampire fighters from the de Havilland factoiy 
and will go into the new fighter as well. Production of 
Avon engines will start soon. The third plant is operated 
by the Australian Government’s Division of Aircraft Pro- 
duction. The Canberra jet bomber will be built here and 
will use Avon engines from the CAC factory. 


The slow progress in Australia reflects the difficulties of 

a dispersal policy when no pool of appropriate technical ski! 
exists in the districts chosen. Although aircraft were built 
in Australia during the war in considerable quantities, the 
majority were, and still are, made to designs licensed from 
British and American manufacturers. No team of designers 
has emerged of the calibre of those discovered in the Hawker 
Siddeley group’s new company in Canada. The military 
aircraft under development in Australia since the end oi 
the war are only now approaching the stage when their first 
flights can be expected. The production of engines can bz 
handled in stages. Rolls-Royce, who have considerable 
experience now in training foreign engineers, have men from 
the licensee companies working in their factories in Britain 
for eighteen months. When they return, work starts on 
assembling components sent from Britain. Only ia slew 
stages does the factory take over the entire construction of 
the engine. The building of airframes cannot be handled 
in this manner and it is almost certain that Hawker engineers 
will have to go to Australia for the building of the P.10381, 
even though Australian engineers have been working 1 
Hawker’s factories, as they have in the English Electric 
factories building the Canberra. It has always been interdec 
to build the Canberra in Australia, as its mame suggests 
but it is unlikely that either will actually be produced for 
a year or two. The position at the moment is that the 
Australians have a considerable engine manufacturin? 
potential without the airframes in which to fly the engines. 
Delays in getting into production mean that only the mos’ 
advanced types of aircraft are worth undertaking. This . 
itself presents difficulties ; advanced types tend to nee 
modification with experience, and such modifications may be 
difficult to carry out when the parent company of the desigt 
is far distant. “It is also unlikely that the aircraft cav be 
produced in these conditions as cheaply as they «ao by 
quantity production in Britain. The average cost of a Meteor 
er is now about £30,000 ; cost cannot be ignored. For 


such reasons the extension of aircraft construction to Ncw 
Zealand or South Africa seems unlikely. 
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Toe oe ee ees 


We've solved some problems in our time! 


TIME—1939 : PROBLEM—the magnetic mine. The 
answer came quickly; sweep with a loop of cable carry- 
ing heavy impulses of direct current, thus generating 
a magnetic field to detonate the mines. But the 
means ? Every available mine-sweeping trawler must 
be fitted at once with batteries capable of enormous 
output—3,000 to 4,000 amperes at 150 to 200 volts. 


That was Chleride’s part of the problem. 


€ The trawlers got their equipment. Car batteries 
by thousands, with new connections hurriedly burned 
in to put the cells in series-parallel, provided each 
ship with a fearsome make-shift battery of 1,134 cells. 
Later, our special 400 volt mine-sweeping batteries, 
designed for the job and produced in very great 
numbers, made sweeping safer and more certain. 
But the magnetic mine, as a decisive weapon of war, 
was already beaten—by brave men and a battery that 


looked like an ‘ electrician’s nightmare.’ 


@ For over 50 years we have been designing & making 
special types of Chloride, Exide and Exide-Ironclad 
Batteries for every branch of industry, transport and 
communications. Our battery research and development 
organisation, the largest & best equipped in this country 
—if not in the world—is at industry’s service always: 
ready at any time to tackle another problem. 
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Trends in Dollar Exports 


The threatening strains of competition for defence 
production have not, of course, yet begun to impinge upon 
Britain’s exports. The latest figures show that the export 
drive maintained its momentum during July. Total exports 
for the month reached £182 million—{6,000,000 more than 
in June, £40 million more than in July, 1949, and {12} 
million above the monthly average for the second quarter 
of this year. The month’s imports, provisionally valued at 
£225 million, equalled the monthly average for the second 
quarter of this year but were £38} million more than those 
of July last year. For the first seven months of this year the 
excess of imports (valued c.i.f.) over exports and re-cxports 
(valued f.0.b.) was £257 million compared with £239 million 
in the corresponding period of 1949. The sharp rise in the 
cost of imports has thus tended to mask the success of the 
export drive as far as the overall balance of payments is con- 
cerned, but the expansion in exports to dollar markets in 
recent months has certainly been encouraging. Last month’s 
exports to the United States were valued at {11.3 million 
an all-time record, while exports to Canada ({10.5 million), 
though not a record, were above the average for the second 
quarter. This, no doubt, has been partly attributable to the 





British Exports to USA anp CANADA 

















(£ Million) 
United States Canada 
Jan. to Jan. to Jan. to Jan. to Jan. to | Jan. to 
June, | June, | June, | June, | June, | June, 
| “1948 | 1949 | 1950 | “1948 | 1949 | 1950 
—nseiangedaeetaaabesial sid cathe iaba cease Budesaatine 
Food and drink .........+- 4-8 5-1 8-0 1-2 1-3 2-4 
Raw materials .......s00¢ 4-2 1-3 4-7 0-7 1-1 1-4 
Manufactures. ....seseeeee. 22-6 | 18-5 | 27-7 | 28-5 | 35-8 | 50-7 
Of which :— j 
Pottery, QB ibis sees Kaeo | O-9 1-0 1:6 2-3 2-6 3-2 
Iron and steel manufactures 0-1 0-1 0-6 0-6 1-3 3-2 
Non-ferrous metals ....... 3-0 2-2 2-8 0-4 1-9 3-0 
Machinery ...........0+- Be. Bee. . 1-6 2-4 2-3 4-2 
Cotton goods... .-.. 0000. | 15 | O9 | 14] 29 | $2] B38 
Wool goods......scceeee 2-4 | 2-2 4:1 9-0 9-0 8:5 
Other textiles ...ccccccecs 2-4 | 2-1 3-8 2-4 2-8 2-2 
APRed 60. cscecccctee | OU | 0-6 1-0 1-1 0-9 1-3 
CREMMCRE, BEC. oso csdee | I5 | -FO0] F383 0-7 0-7 1-5 
Leather manufactures.....| 0-7 | O85 | 1:3 0-4 0-4 0-8 
Vehicles Pave «Rite CEs | 4-8 3-1 | 3-4 4-0 | 7-7 16-1 
Miscellancous.........+.+ | eed 1:8 | 30 E627 2-4 
Other exports and re-exports | 25 2-7 9 1. 30 1-3 2-8 
We ic BI 34-1 | 27-6 | 45°3*| 32-1 | 39-5 | 57-3° 
FE-quivalent in million US and yi eee 


Canadian $ ..0....26006. 187-4 | MLB | 126-8 | 129-4 | 159-8 | 176-5 


* Provisional. 





efforts of the Dollar Export Board, the third of whose series 
of practical guides to the dollar markets, dealing with capital 
goods, was published this week. 


A comparison of British exports to the United States and 
Canada in the first half of this year with those in the same 
period of 1949 and 1948 shows a considerable change in the 
detailed pattern. Total exports to the United States amounted 
to £45 million, or 64 per cent more than in 1949 and 33 per 
cent more than in 1948. To maintain their dollar value at 
the level ruling before devaluation, an increase of 44 per 
cent was required; thus it appears from these figures that 
dollar earnings from exports this year have risen appreciably 
‘above last year’s level but are not yet back to that of 1948. 

~ Exports to Canada have also shown an increase in dollar 
earnings whethér reckoned in Canadian or American cur- 

-rency, The half-year'’s total-of £57 million was 45 per cent 
larger than in 1949 and 78 per cent larger than in 1948. 

Whisky is still Britain’s largest export to the United ‘States, 
though its increased value has: been almost entifely due to 
its higher sterling export price. Vehicles, however, are no 
longer second-on the fist ; their place has been taken by wool 
textiles, which this year amounted to £4,100,600 against 


THE ECONOMIST, August 19, 195, 


6,900,000 for whisky and spirits. Strangely enough, 
‘issues have surpassed worsteds in hei talus ot _— , 
The quantity of wool textiles shipped to the United Stas, 
this year was almost double that of last year. Textiles othe, 
than cotton form the third most important export; the volume 
of linen exports, the largest single item of this group, ha; 
this year been running at 80 per cent above its 1949 rate 
Vehicles now come fourth ; their sterling value is only 10 pe; 
cent larger than last year and still appreciably below the leye! 
of 1948. Among the less important groups, pottery, leathe; 
manufactures and apparel were larger than in either 1949 o; 
1948 ; cotton goods and chemicals, though higher this year, 
are still below their level of 1948. 


* * * 


Canada takes more Motorcars 


The pattern of exports to Canada has also 
materially, Vehicles are now by far the outstanding group, 
accounting for nearly 30 per cent of the total ; previously 
they were second to wool textiles. During the past year the 
sterling value of these exports has more than doubled, while 
the number of motorcars shipped to Canada has increased 
threefold. The trend, moreover, has been fairly steadily 
upwards during the past six months. Exports of each of the 
textile groups other than apparel have declined, and were 
smaller than in 1948. Cotton piece goods, for example, 
which have been declining for the past two years, were 
this year 50 per cent smaller than in 1949. Shipments of 
woollen and worsted tissues have also declined, but not 
so markedly, while those of carpets have increased. 
Machinery exports have almost doubled and are now 
the third largest group, while exports of iron and steel 
manufactures have more than doubled; they now rank equally 
with pottery for fourth place. Machine tools and textile 
machinery are the main items in the machinery group but 
practically all sections have expanded during the current year. 
Among iron and steel manufactures the main items are tubes, 
plates, heavy sections and rails, for which there seems to be 
more than a temporary demand. 


This new pattern of trade with the dollar markets deserves 
close scrutiny in the light of Britain’s rearmament programme. 
Canada has hitherto been Britain’s chief dollar market, with 
the United States second, and this order is not likely to be 
Poe changed by the fact that in July exports to the 

nited States were the larger by a small margin. Whereas 
the United States demand is becoming focused upon con- 
sumer goods—in the first six months of this year, these com- 
prised 65 per cent of Britain’s exports to the United States 
against §5 per cent in 1949—British trade with Canada 1s 
increasingly taking the form of capital goods, particularly 
vehicles. The proportion of consumer goods out of total 
exports to Canada fell from 58 per cent last year to 43 pet 
cent this year. If large-scale rearmament means a reduction 
in the output of vehicles, exports to Canada might be affected. 
British cotton goods were competitive in Canada last year 
because for a limited period they enjoyed a lower tariff. 
But it would require a most determined effort to make Canada 
a large-scale market for British consumer goods. 


& * ® 


Ups and Downs in Tin 


_ The equivocal position of the tin market, dependent for 
its spot supplies on releases from Government-held stocks. 
has been vividly demonstrated during the past week. 
After the Government broker’s announcement (reported 
in last week’s issue) that the tin market could no longer 
rely on the Ministry of Supply’s stock for cash supplies there 
was a complete dearth of spot tin. Since November wit 
dealings in tin were resumed in London, the market had 
been content to let the Ministry bear the risk of carryiné 
stocks, This policy was certainly convenient so long % 
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cash tin was being released. As soon as those supplies were 
stopped the market was faced with the problem of trying 
to cover short positions and the price rose very sharply. Last 
Wednesday week, the London spot price was quoted at 
{762 a ton and three months’ delivery at £752}. By 
Tuesday this week the price had risen to £838 a ton— 
a record price—and backwardation had disappeared. The 
New York price rose during the same period from 1014 
cents a lb. to 108 cents. On Thursday, however, one smelter 
which hitherto had sold directly to consumers placed 65 tons 
of tin for cash on the market. That offer, coupled with hints 
that the Ministry of Supply might be willing to help 
brokers to cover a short position, caused the spot price to 
drop by £91 to £744 a ton in the morning session. A 
slightly firmer tone was evident in the afternoon and the 
market closed at £7674 a ton. 


In the first six months of this year, world tin production 
has been provisionally estimated at 83,000 tons and con- 
sumption at 70,500 tons, leaving a surplus of 12,500 tons. 
The surplus for the full year might thus be of the order of 
25,000 tons against 50,000 tons last year when production 
reached 168,800 tons and consumption 118,400 tons. If 
American purchases for the stockpile are put at 20,000 tons 
for the current year, the actual increase in producers’ stocks 
will, indeed, be small. But whether the prospect of such 
a small increase in supplies would justify the maintenance 
of even the present price of tin for any length of time is 
another matter. 


* * x 


Unsettled Rubber 


Rubber prices are still feverish. A fortnight ago, the 
London price touched 4s. 2d. a Ib. ; last week it was down 
to 3s. gd. and at close of business on Tuesday it had fallen 
to 3s. Id. a lb. A steadier tone then developed and by 
Thursday the price had risen to 3s. 33d. At 4s. a Ib., it was 
obvious that the market had overreached itself. Certainly the 
statistics of production and consumption given on page 333 
of last week’s issue strongly suggested that rubber was too 
dear. But the sharpness of the fall this week was not 
altogether foreseen. The main contributory factor was the 
suggestion last Monday that the American Government had 
decided to impose contro] on the use of natural rubber in the 
manufacture of tyres and inner tubes as from September 1st. 
No official announcement has yet been made. but if the 
“leak” was deliberately intended to bring prices down to 


a more reasonable level, it has certainly achieved its object. 


According to American reports, consumption of natural 
tubber will be fixed at the level which obtained for the 
twelve months ending last June. That would mean an 
annual consumption in the United States of about 650,000 
tons compared with an annual rate in the past three months 
of 750,000 tons. A reduction of 100,000 tons in the annual 
consumption of natural rubber would not spell disaster for 
tubber producers ; the American stockpile could absorb 
such a quantity without difficulty, and earnings of rubber 
producers in the sterling area would thus be fairly well 
maintained. The main effect of the new contro! will be to 
tase the pressure of demand on current supplies. 


* ® * 
Future of Iraq Oil 


The announcement from Baghdad of the new agreement 
on oil royalties to be paid by the Iraq Petroleum Company 
throws useful light on the part Iraq can expect to play 
in the development of Middle East oil. Iraq, though its 
potentialities for expansion as an oil producer are vast, is 
of all the important Middle East producing countries the 
only one that showed no expansion of output between 1938 
and 1949. The delay in developing these fields has been 
due to the need for pipelines to carry the oil to the Mediter- 
Tanean coast ; and it has been aggravated by the political 
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Vitamins 


More than two thousand years ago Hippocrates, 
the Father of Medicine, recorded that night-blind- 
ness could be cured by eating liver. The significance 
of this observation only became clear during the 
first decade of the present century through the 
researches of Sir Frederick Gowland Hopkins. He 
established the fact that the human diet must con- 
tain minute quantities of certain substances, known 
as vitamins, in addition to proteins, fats, carbo- 
hydrates, salts, and water. Knowledge of vitamins 
is still far from complete, but their general 
properties are now known. 

Until chemical research began to reveal their true 
nature, vitamins were identified by letters of the 
alphabet. There are two important groups—A, D 
and E, soluble in fats, and B and C, soluble in 
water. Vitamin A, which prevents night-blindness, 
is found in cod-liver oil, butter and liver; vitamin 
B, in cereals and pulses, cures beri-beri; vitamin 
C, in fresh vegetables, prevents scurvy ; vitamin D, 
also found in liver oils, protects against rickets. As 
important as the realisation that vitamins existed 
was the discovery that many of them could be 
made synthetically. British scientists played a lead- 
ing role in this vital research. The British chemical 
industry now makes many tons of synthetic vita- 


mins every year, and thus has a direct influence 


on the health of millions of people. 
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folly that has kept the Haifa leg of the Kirkuk pipeline out 
of action in the last two years. 


The Baghdad statement shows that the prospects for the 
Iraq fields (though not necessarily for Haifa) are now getting 
brighter ; the government in Bagdad has estimated at £17 
million the additional revenue it expects to secure from oil 
royalties between last January and October, 1954. The 
figure is only in part attributable to the increased royalty 
per ton that the Iraq Petroleum Company has agreed to pay. 
The new royalty is 6s. (gold) a ton instead of 4s. (gold). 
This does not mean that the royalty is paid in gold; it is 
paid in sterling, but in terms of the pre-1931 gold standard. 
Since the price of gold has gone up from 88s. a fine ounce 
before 1931 to 245s. a fine ounce today, 4s. (gold) now means 
about 12s, and the new royalty of 6s. means about 18s. a 
ton in sterling. 


But the bulk of the increased revenue is to come from a 
projected increase in output to 18 million tons a year by 
1954. The first step in bringing this about became effective 
in November, when the new 16-inch pipeline to Tripoli came 
into operation. This more than doubles the northern leg of 
the old 12-inch line. In a common-sense world the next 
step would be to bring back into use the southern leg of the 
old pipe-line (the line to Haifa) together with the new 16-inch 
line which has been laid alongside it as far as the border 
of Israel. But when will this happen? It seems entirely 
doubtful. The output of 18 million tons a year by 1954 
can be achieved by bringing into full operation before then 
yet another line, the big 30-inch line which will terminate 
at Banias, on the Syrian coast some way south of Latakia. 
. Deliveries of pipe for this line are to start at the end of 
this year, partial operation is expected by the end of 1952 
and full operation by 1954. If the old and new pipelines 
to Haifa were brought in as well the figure of 18 million 
tons a year could be raised to 24 million a year by 1954. 
It would be absurd to suppose that the oil interests con- 
cerned are content to sink money in new pipelines while 
accepting passively the disuse of the existing line because 
it terminates in Israel. But there is no sign that the ridiculous 
deadlock over Haifa is near solution. 


* * *® 


A Development Council Dropped ? 


The long wrangle over the application of the Industrial 
Organisation and Development Act to the wool textile 
industry appears at last to be approaching, though it has 
not yet reached, a happy end. For well over two years the 
employers in the industry have been resisting attempts by 
the Government to proceed with the setting up of a Wool 
Textile Development Council, and for the last year or more 
feelings have been bitter enough to make it evident that 
the proposed council, if the Government did insist on 
having it, would be a poor thing. A state of deadlock on 
the matter persisted through the early months of this year, 
but at the end of July the Board of Trade laid before 
Parliament an Order for a compulsory levy to be raised from 
the ergot He export promotion. This step was occa- 
sioned by shortage of funds for the work of the Wool 
Textile Export Corporation, a body that was supported 
during the war by a levy collected by the Wool Control but 
has lately been carrying on its useful work without apparent 
means of support. 

The Orger could have meant no more than that the 
Government wanted to make interim provision for the export 
corporation until the industry could be brought to heel on 
the larger matter. Still, it did mean that the Government 
had accepted the necessity of applying section 9 of the Act 
—the section permitting action for specific purposes i 
industries “for which there is no development council ” 
—and it was understood that similar action would soon be 
taken under the same section for another purpose, the 
financing of research. Further, these measures were con- 


THE ECONOMIST, August 19, 1956 


certed by the Board of Trade and the industry in full agree. 
ment, and in this sector of the Government’s dealings with 
industry agreement is a novelty that can hardly be dis. 
regarded. In the circumstances, the Wool Textile Industry 
(Export Promotion Levy) Order has been widely taken t) 
mean that the Development Council project is being quiet! 
dropped. 


* 


Two further steps are needed to confirm the correctnes; 
of this view. The first is am agreement between the 
employers and the trade unions in the industry to set up 
voluntary body to take the place of the obnoxious statutory 
Development Council. Meetings to this end have been 
going on in recent weeks, and agreement in substance js 
now believed to have been reached in Bradford ; the trad: 
unions, though they have in the past expressed a preference 
for a fully-fledged Development Council, have never really 
objected to having a voluntary body instead. The resultant 
proposals have still to be formally agreed and will then have 
to be put up to the Board of Trade for its approval. Little 
doubt appears to exist, however, that the Board will now 
be willing to receive the proposals favourably. If these 
arrangements go through without any unexpected hitch there 
seems no reason to doubt that anything they may lack in 
constitutional perfection will be more than made up in 
regained harmony and good will. 


* * * 


Limited Freedom for Tea 


The London tea market is to be reopened next April, 
but rationing, price control and the subsidising of th: 
retail price will all continue. The framework of the scheme 
to be introduced was published by the Ministry of Food 
last weekend, and many of the details have still to be worked 
out. The market is to be confined to the sale of first-hand 
teas offered on producers’ account, but the auctions will be 
open to buyers of tea for re-export. Merchants will not 
be able to buy in Calcutta or Colombo, as they did before 
the war, for re-sale at the London auctions. The rate of 
subsidy, as in the past, will vary according to the countries 
and districts of origin of the tea offered for sale. The 
different rates will be announced some time before next 
April and will be maintained throughout the first year. The 
subsidies will not come into play until after bargaitis are 
struck on the market, so that prices there should reflect 
world prices. A buyer of tea for home consumption vill 
bid at a price undistorted by subsidies, but he will be 
invoiced at that price less the appropriate subsidy. The 
Ministry of Food will pay the subsidy to the broker, who 
will then remit the full price—as bid by the buyer—(less 
the usual charges and commissions) to the producer. 


To fit the auctions into the present rationing scheme, 
primary wholesalers will be given quotas. stipulating the 
maximum amounts they can buy from the market for home 
consumption. The quota will depend on the quantity of 
tea that the wholesaler is permitted to sell on the home 
market, the direct imports made by the wholesaler, the 
allocations made to him from Ministry of Food stocks and 
the amount of tea he has re-exported. As at present, maxi- 
mum retail prices will be fixed for the various grades of t¢a. 


Before the war the retail price of tea kept surprisingly 
steady, despite the wide fluctuations in Mincing Lane, 50 
that, supeciciatiy, it might appear that the maintenance of 


rice control might not be an very serious obstacle to the 
m of the market. But there is no doubt that the new 
system will involve greater rigidity than obtained before the 
war. London was always considered the “ spot” market 
for tea, and as such its prices tended to be higher than thos¢ 
ruling in either Calcutta or Colombo. But now that duye' 
in Britain for home consumption will have to work to 2 rig‘d 
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ceiling price, it is possible that during the season London 
prices might not reflect-the appropriate premium between 
spot and forward delivery or might even be at a discount 
on those in the local markets. If such a risk seems at all 
probable to the tea-growers, they are unlikely to consign 
large quantities to London. Under these conditions, 
Mincing Lane cannot be expected to function as smoothly 
as before the war, though the friction will be greatly lessened 
if brokers and wholesalers co-operate to the utmost. At 
least it will be a welcome fact that another of London’s 
terminal markets is allowed to operate after a lapse of ten 
years—even though its operations will be so artificially 
constricted. 


* * * 


Cover for Converters 


Until this week cotton converters have had to bear the 
brunt of fluctuations in raw cotton prices. When cotton 
prices have risen during the period of weaving and finishing 
cloth on order, the converters have gained, and when prices 
fell the converters lost. Since the war this particular trading 
risk has increased owing to the lengthening of delivery dates. 
Over any long period these windfall profits and losses may 
tend to balance each other out. But in any extended period 
of falling prices converters might be badly hit. Thus some 
time ago the Raw Cotton Commission approached the Cotton 
and Rayon Merchants’ Association and the Cotton Spinners’ 
and Manufacturers’ Association to discuss the possibility of 
a cover scheme for converters. The agreed scheme was 
introduced this week. 


In the discussions between the Commission and the trade 
two points became clear: that it was impossible for converters 
ic keep their position balanced as the spinners do in their 
cover scheme, and that converters must have discretion about 
the transactions they cover and for what period—in other 
words, any scheme must enable them to take a view of the 
market. Thus although the scheme is similar in principle to 
ihe spinners’ one, it differs greatly in detail. The converter 
can choose his cover, though the total amount of cover offered 
by the Commission is limited, and if all the requests together 
exceed this sum they will be scaled down. There are also 
provisions against what is termed “speculation”: cover 
must be for a minimum of three months and not more 
than twelve months ; cover must be asked for on the day 
on which the cloth contract is booked ; a cash margin or an 
approved bond is required, and the Commission reserves the 
nght to inspect the converter’s record. 


The procedure is that a converter, having booked an order 
for loomstate cloth on a particular day and wishing to cover 
that transaction, sells to the Commission at the forward price 
the weight of raw cotton equivalent to his loomstate order. 
When the cover matures the converter will buy back the 
cotton at the spot price then ruling. If, therefore, the spot 
price has fallen below the futures price ruling on the date 
on which the original order was made, the converter will get 
the appropriate compensation from the Commission less an 
administration charge of one per cent. If on the other hand 
the price has risen, the converter in effect pays to the 
Commission what he has gained. 


The scheme is ingenious and the Raw Cotton Commission 
deserves credit for tackling a difficult problem. But at first 
sight it is difficult to see how the Commission will balance 
its books unless through the errors of human judgment. If 
converters were always to take a correct view of the market, 
the Commission would be likely to be always on the paying 
side. No doubt that risk has been considered. 


* * * 


Blackburn Aircraft Dispute 

__ Shareholders of Blackburn and General Aircraft are not 
mM an easy position to judge between the two contesting 
sides in the company’s boardroom. The chairman has issued 


385 


one circular, and the two former managing directors have 
published a reply. There are gaps between the two accounts 
and, indeed, a number of flat contradictions. The two 
managing directors were removed from office because— 
according to the chairman’s account—they declined to fur- 
nish a full report to the board on the action to be taken to 
avoid losses; this is denied by the managing directors, who 
say that they submitted a report which was accepted. They 
also complain of interference by the chairman, and of failure 
to provide information about the Dumbarton subsidiary for 
which they had asked. Equally confusing and contradictory 
are the different accounts of discussions about the possibility 
of liquidation. 

When two sides of the boardroom table are thus at odds, 
it is clear that only an independent enquiry by a committee 
of shareholders can clear the air—and independence in this 
case would imply that the parties to the controversy should 
be prepared to rest upon the committee’s findings. The possi- 
bility of an application for a Board of Trade inspection under 
Section 164 of the Companies Act may perhaps be regarded 
as a possibility in the background if an accommodation 
between the two sides is not quickly reached. But matters 
may already have gone too far for that; evidently there are 
deep seated differences of view about the future policy and 
management of the concern, and about the wisdom or other- 
wise of liquidation. On this last point, it would be strange 
if the events of the past two months had strengthened the 
arguments—whatever force they might have in other respects 
—for liquidation. 

* * * 


Holiday Spending and Saving 


All the signs suggest that the British public is spending 
heavily on its holidays this year—and is drawing freely on 
past savings in order to be able to do so. In the twelve weeks 
between May 17th and August oth the active note circulation 
increased by {48.4 million; the corresponding increase 
between the mid-May low and the August Bank Holiday peak 
last year was {39.6 million. In the week following August 9th 
£9,800,000 of notes came back from circulation, compared 
with {10,300,000 in the same week last year. It is probable, 
however, that the rise in the note circulation this summer is 
not wholly due to seasonal influences. The active note 
circulation this year did not show the usual seasonal decline 
after the Easter rise, and since then the price level of goods 
of a kind generally bought with notes has undoubtedly been 
rising. This tendency must be expected to increase in the 
next few months and to exert an upward pressure on currency 
holding habits. 

Meanwhile, the “small” savings figures have also 
deteriorated this year. Since April 1st the National Savings 
Movement shows a net deficit of repayments over receipts 
amounting to {52.5 million—nearly £30 million more than 
the deficit in the same period in 1949. The peak summer 
deficit in the week preceding the Bank Holiday was nearly 
£6,500,000 this year, compared with {5,700,000 in 1949. 
Last year’s savings deficit was widely explained as being due 
to the withdrawal of “hot” savings that had been stored 
away against the day when goods previously in short supply 
came back to the shops. The continuing deterioration of 
these savings figures suggests strongly that the deficits are in 
fact due to more general pressure of prices on present incomes 
and past savings ; the prospects for an improvement of this 
trend can hardly be said to be bright. 


* * * 


New Anglo-German Trade Pact 


Since the end of the war, trade between Britain and 
western Germany has been conducted under the auspices 
of a series of make-shift trade pacts largely dictated on 
the British side by the necessity to avoid dollar losses to 
Germany. This unsatisfactory and extended interlude should 
be terminated by the new pact initialled in London this week. 
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HOW DO YOU 
MEASURE “SERVICE” ? 













“SERVICE” is a word that is used very the right price. Service means taking as much 
freely these days — often, it must be ad- interest in a customer’s requirements after 


mitted, by people who seem to have very making a sale as when he or she is being per- 

little understanding of what it really means. suaded to buy. Service in the Hoover sense of 
At Hoover Limited we measure Service — the word means providing customers with ex- 

our own or anyone else’s — by the extra care pert technical assistance in their own homes, 

and effort that is given to the customer’s offices, factories or anywhere else Hoover 

interest over and above what ts necessary from a products are used. 

purely commercigl viewpoint. Service is attention Inshort, Serviceisto Hoover much more than 


to a customer’s needs at the right time and at a word. It is the cornerstone of Hoover policy. 
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Yes, he’s late again. Late to leave the office. Late to get 
home. Late to realize that yesterday’s business machines 
and methods cannot keep pace with the tempo of today’s 
business. 


The irony is—that the answer to his problems is no 
farther away than the telephone on his desk. Some day, 
instead of calling his wife to say he won’t be there for 
dinner, he’ll pick up that phone 
and call Burroughs. 


Together, he and the 
Burroughs representative will 
make plans to put the “book- 
keeping”’ of business on a production basis, to produce 
promptly the day-to-day figures he must have to make 
the right decisions. Modern, time-saving Burroughs 
machines will replace time-wasting relics of another day. 
New methods and procedures, based on Burroughs ex- 
perience with British business leaders, will be applied. 
In short, the office will be mechanized to get work done 
on time, at less cost, with less effort. 


If this puts a @) in your bonnet, reach for the phone 
book and look up Burroughs Adding Machine Ltd. 
(in London, REGent 7061). 


Wherever there’s business there’s 


Burroughs @ 


BURROUGHS ADDING MACHINE LTD. - 


Head Office: Avon House, 356/366 Oxford Street, London, W.1 
Factories: Nottingham (England), Strathleven (Scotland) 





ADDING - CALCULATING - ACCOUNTING - STATISTICAL MACHINES 
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The negotiations that have been proceeding on and off since 
the beginning of the year, and that before the establish- 
ment of EPU were bogged down with payments problems, 
have lately centred in the removal of the discriminatory 
measures that have been impeding a wider range of trade 
between the two countries. When Britain liberalised its 
trade with Europe last year under the OEEC agreement, 
Belgium, Switzerland and Western Germany were excluded 
to-avoid hard currency losses. Germany in its turn nas dis- 
criminated against Britain and has unduly favoured Holland 
and Scandinavia and a number of other European countries. 

One result of this has been that Britain has recently been 
importing German goods via Dutch traders, while German 
importers have used Dutch agents to purchase sterling goods. 
Under the new agreement this discrimination will come to 
an end. British exporters will now be able to compere on 
free lists or for quotas on equal terms with other OFEC 
countries ; in particular exports of machinery to Germany 
should be stepped up. In return German manufactures, in 
particular of optical instruments, will be marketed in Britain 
cither under open general licences or without discrimination 
under quotas. Dominion markets will also become more 
accessible to Germany. The new arrangements will come 
into force as soon as possible. They are likely to do so long 
before January 1st when the EPU ban on discrimination 
within Europe becomes effective. 

+ * * 


The Marking of Furniture 


The Board of Trade has accepted in principle the idea 
of compulsory marking of furniture with the name and 
address of its manufacturer. Both the Furniture Develop- 
ment Council and the employers’ organisations have pressed 
for such a scheme on the ground that it would give the 
public a means of redress against shoddy furniture, the 
defects of which become apparent only with use. It might 
therefore act as a deterrent to manufacturers who are 
tempted to cut quality. Somewhat surprisingly many 
retailers have objected to the plan; some go so far as to 
remove identifying marks which many manufacturers now 
put on their furniture. The selling methods of many. shops 
depend on a suggestion of personal responsibility fer the 
goods shown, and they feel that compulsory marking would 
destroy this. Few shops, however, carry the suggestion to 
the point of taking actual responsibility for the performance 
of the goods in use. . 

Legislation would. be necessary to make marking com- 
pulsory, and Mr Wilson has told the chairman of the 
Furniture Development Council: “It is impossible ac this 
Stage to say when it might be possible to consider legis- 
lation.” This is unfortunate. The furniture industry has 
become resigned to accepting the Board of Trade specifi- 
cations for utility furniture as a means of maintaining quality. 

t specifications are effective within limits but they were 
designed to meet a temporary need ; their continuance stifles 
developments in design and construction which are essential 
to the vitality of a consumer industry. Compulsory marking 
is only a partial solution, but’ the more effective means of 
Supervision, such as the evolution of performance tests for 
Standard items of furniture, will take a long time to work 
out and the industry cannot afford to let things go on as 

are, : 

* * ® 


Ferguson and Ford | 


. The: latest development in the claim by Mr Harry . 


Ferguson -and ‘his American company against the United 


States Ford Motor Company and other defendants over the: 
Ferguson tractor, is the. arrival in ‘the British Isles of a- 


Commission from the United States Federal Court. ~ The 
Commission; : 
Court, sat’ in Belfast and has since gone on to Coventry 
'o take further evidence there. The purpose is to record 
®r the purpose of the trial of the action the evidence of 


~ Convention may, seem to lay a dis 
-; the British as distinct, from the Treasury ; but it 
‘certainly lifts a heavy burden from the back of British 


headed-by-a-Master-of the New York federal’ 
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witnesses who otherwise would have to cross to New York 
to give their evidence. 


The Ferguson-Ford case is outstanding if only because of 
the size of the sum involved, no less than 251 million dollars. 
It is also remarkable in that the core of the case is an agree- 
ment made between Mr Ferguson and the ‘late Henry Ford 
in October, 1938, which was never reduced to writing. It 
was on the basis of that agreement, so the Ferguson case 
alleges, that Mr Ferguson entrusted the whole production 
of the Ferguson tractor in the United States to the Ford 
Motor Company, with the result that the Ford Motor Com- 
pany was the sole manufacturer of the tractor in the United 
States from the summer of 1939 until June, 1947. The 
substance of the Ferguson claim for damages is that, with the 
change in management of the, Ford Motor Company when 
Mr Henry Ford II assumed control, the Ford Motor Com- 
pany, its executives and subsidiaries began deliberately to 
annex the Ferguson system as their own and to manufacture 
and sell what were in substance Ferguson tractors on their 
own account. That allegation, of course, is disputed by the 
defendants. During the two and a half years the action has 
been under way (not an inordinate length of time by 
American standards), the last noteworthy event was the visit 
of Mr Henry Ford II to England last year in an attempt, so 
it was suggested, to effect some settlement with Mr Ferguson. 
Whatever the purpose of the visit, no settlement was made. 


Lawyers are likely to throw up their hands with horror at 
the very idea that a project of this size could have been 
launched, in America or anywhere else, without the partes 
recording their terms of their arrangements in writing ; it is, 
however, only fair to add that written agreements have never 
deterred the parties to them from disputes as to their mean- 
ings and effects, nor have they deterred lawyers from conduct- 
ing, and defending, equally sizeable actions based upon their 
contents. 


* * * 


Double Tax Agreement With Ceylon 


When Sir Stafford Cripps recently added to the 1950 
Finance Bill provisions for granting a unilateral measure 
of “double taxation relief ” to British companies operating 
abroad, he expressed confidence that these new pro- 
visions would not prejudice the United Kingdom’s efforts 
in negotiating double-tax agreements with other countries. 
This confidence has proved justified in the particular case of 
Ceylon, which was mentioned in debate. An agreement now 
concluded after prolonged discussion provides that the total 
taxation levied on British companies operating in Ceylon wil! 
be appreciably reduced from between 66 and 71 per cent of 
trading profits to something over 50 per cent. 


The main weight of concession under this agreement will 
fall on the British Exchequer. The companies concerned will 
apparently continue to pay full income tax, profits tax and an 
additional 6 per cent foreign companies’ tax at present levied 
by the Ceylon Government (amounting in sum to just over 
40 per cent of profits) and will pay to the British tax collector 
the difference between this 40 per cent and the 50-56 per 
cent which is the present combined levy imposed by British 
income and profits taxes. The Ceylon Exchequer for its part 
will forgo the revenue at present received from United 
Kingdom residents as a result of the taxation of the earnings 
of ships and aircraft operating in Ceylon, together with the 
proceeds of taxation of copyright royalties, non-government 
pensions and the earnings of temporary residents in Ceylon. 
It will, however, continue to tax the proceeds of tea sales 
in London, the income of United Kingdom residents trading 


through agents in Ceylon and to levy super tax on rupee 


company dividends remitted to this country. This particular 
ionate burden on 


firms operating in Ceylon and will encourage them to seek 
more business there. 
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Stock Exchange Yardsticks 


The promise held out by recent measures that the Stock 
Exchange Council has introduced, and others it has mooted, 
for more facts and figures about the security market have not 
been fulfilled in time to make any improvement in the con- 
tent of the “ Stock Exchange Statistical Tables for 1949-50.” 
Those interested in such matters have again to content them- 
selves with a statistical exercise that epitomises the lack of 
adequate information about Stock Exchange business. 


On April 3rd this year the value of the 9,711 securities 
then quoted on the London Stock Exchange was £25,067 
million against a market valuation of £26,523 million for 
10,053 securities quoted on April 4, 1949. The nominal value 
of the stocks quoted on the two dates was £22,949 million 
and £23,054 million respectively. The fall in the number 
of securities quoted is primarily due to the consolidation of 
individual gas securities in Gas Stock ; gas companies’ securi- 
ties now number 52 against 466 a year earlier. Between 
April, 1949, and April, 1950, the Financial Times ordinary 
share index fell from 115.0 to 105.4, and the fixed interest 
securities index from 133.45 to 120.52. In the “ Commercial, 
Industrial, etc.” group of the Stock Exchange Table, market 
values fell. from £4,324 million (£1,905 nominal) for 4,172 
securities to £4,097 million (£2,018 nominal) for 4,282 
securities. The nominal value of government and government- 
guaranteed securities has risen from £14,395 million repre- 
sented by 53 issues to £14,589 million in 55 issues. This 
further growth of the gilt-edged sector of the market was not 
matched by market performance, for market values fell by no 
less than £1,000 million from £14,613 million to £13,682 
million. The only important market to register a significant 
improvement between the two dates was the mining market, 
where values rose from £1,069 million for 469 issues to 
£1,322 million for 463 issues. Of this improvement, a con- 
siderable portion has of course been lost since April. 


Markings recorded during the year were 1,566,280 against 
1,730,213 for the previous year and 2,816,353 in 1946-47. 
But these are no adequate guide to the volume of business. 
Perhaps the long-needed improvement in Stock Exchange 
statistics will eventually be achieved ; certainly London’s 
figures bear no comparison with the comprehensiveness and 
the speed of Wall Street’s regular output of market data. 
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Shorter Notes 


A further credit to finance purchases of wool from sterlin 
sources during the 1950-51 season has been placed at th. 
disposal of the French wool industry represented by th; 
Groupement d’Importation et de Repartition de la Lain: 
The credit as in previous years is granted by a Londoy 
syndicate headed by Messrs Lazard Brothers and Co, |; 
again takes the form of a revolving acceptance credit by: 
the line this year is limited to a maximum of £5,000,09) 
except in the peak buying season when it may be raised ;) 
£10 million, which was the limit of last year’s credit. Th: 
new credit is finally repayable by October, 1951. 


A table on page 327 of last week’s issue of The Economis: 
gave some figures described as “rough productivity esti- 
mates.” This title and the accompanying description of 
the way they had been prepared were intended to emphasise 
their crude character. The aim, as stated in the article, 
was to demonstrate that different industries had achieved 
different improvements in productivity, and we were no 
concerned with the precise es for individual industries, 
But the comparison shown between the second quarter of 
1948 and the first quarter of 1950—unavoidable because 
of the lack of comparable employment figures before June, 
1948—involves some distortion owing to seasonal differences, 
which is particularly marked in the estimate for shipbuilding 
and repairing component based on the London and Cam- 
bridge production index. Over a longer period, shipbuilding 
productivity has shown some increase in recent years. 

x 

This week the price of lead in the United States iose by 
one cent to 13 cents a lb. and the Ministry of Supply raised 
its selling price by £8 to £104 a ton. For some days prior 
to this rise, lead had been selling unofficially at 13 cents 
a lb. Zinc and copper prices have remained unchanged, 
though zinc has been sold for as much as 18 cents a |b. 
compared with its official price of 15 cents. A two-cent 
premium for copper on its official price of 22} cents a |b. 
is quite common, while certain reports have quoted copper 
as selling at 27 cents a lb. Many consumers unable to get 
American-produced copper are importing foreign copper and 
paying the 2 cents a Ib. duty rather than reduce their output 
of manufactures. 





SECURITY PRICES AND YIELDS 
A fuller list containing 366 securitics appears weekly in the Records and Statistics Supplement. 
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Prices, i Price } Pri ; | TOSS 
ir ns 16 i Name ot Security | pe $, Aug. 16, Aue Ié, on 16, 
Jan. 1 to Aug. 16) | 1950 | 1950 | 1950 | 1950 | 

High | Low | | n) i 
net HH rund it | s. d s. a. 
10137 | — || War Bonds 24% Aug. 1, 1949-51 100§ | 1005 (6 8 O} 111 Sf 
100% | 98§ | War Bonds 2}% Assented .... mY 1 5|212 2/ 
102 | 101% ||War Bonds 2% Mar. 1, 1951-53) 101% | 101f | 0 14 11 | 1 16 11/ 
1024 1004 | War Bonds 24% Mar. 1, 1952-54| 1024 | 1 (015 7/117 7 
1014 | 1 Exch, Stk. 24% Feb. 15, 1955... 1014 | 1018 |019 3/119 5 
103; | 100} ||WarBonds2}° Aug. 1 1954-56) 101 | 102 |2 07\/2 2117 
102 | 101; ||Funding 23% June 15, 1952-57.|| 102 | 303 1310/2 811 
104% | 102 ||Nat. Def. 3% July 15, 1954-58.|| 1025 | 1025 |1 5 9/212 81 
104 a || War Loan 3% Oct. 15, 1955-59. - | 1035 |1 5 4) 212111 
101 '|Sav. Bonds ze Aug. 15, 1955.65 xd 113 5|3 0 51 
100} = Funding 24% Apri 15, 1956-61 | 99% | 18 8/212 1 
993 ‘Funding2$% Aprill5,1956-61‘A’|, 99 | 191/212 1 
99% | 95 |\Funding @ Apeil 15, 1959-69. .| 97 | 98 (11511) 3 4 0 
1 | 104h \Funding 4% May 1, 1960-90.../| 107} | 108) | 1 7 3 3 3e 
|Sav. Bonds 394 Sept. 1, 1960-70 xd) %jxd 11610/3 4 4 
9% | QL | Sav. Bonds 24% ay 1, 1964-67 oF | 9% | 115 11/219 97 
1104 | 106§ || Vict. Bonds 4% Sept. 1, 1920-76|| 107§xd 108}xd 111 1 13 4° 
%: | 92 Sav. Bonds 3% Aug. 1 1965-75 9fxd) 94H (118 3/3 6 27 
105 | 100 | |Consols 4% (after Feb. 1, 1957).|| 102 | 103 | 2 2 5/317 3 
9} | QE |\Conv. 3)% (after Apr. 1, 1961).|| 94% | 95§ | 2 0 6/314 0 
7 66 jdreas.Stk-24%9 after Ape-1-1975)) 6k | 7§ | 119 S131 9 
a || Treas.Stk.3%(afterApr.5,1966).|| 82% | 8 119 9/312 9 
102 | 9 || Treas. Stk. 34% June 15,1977-80)| 100% | ut 117 2|3 8 8f 
91 | 86 ||Redemp. Stk. 3% Oct.1, 1986-96) 89} | 119 91/3 9 3 
943 | 90 |\WarLoan3}% (afterDec.1,1952)| 93. | 94/2 11/31411 
TUE | 68h Consols 24% «=... o-oo 69% | 703 | 119 0/31 o 
96% | 92} ||Brit. El. 3% Gd. Apr. 1, 1368-73) 9 | %§ |117 8/3 6 OF 
95% | Qf ||/Brit. Bl. 3% Gd. Mar. 15, 1974-77|| 92}xd) xd 118 7/3 6 5f 
100] | 99 || Brit.El.3}%Gd.Nov.15, 1976-79) 99} | 100 2 18 01/3 9 Ti 
91 | 86} || Brit. Tpt. 3% Gd. July 1, 1978-88! | 9% |2 01/3 9 oF 
9 | 92h || Brit. Tpt. 3% Gd. Apr. 1, 1968-75) 94) | 9b | 11711|/3 6 41 

85} || Brit. Gas Gd. 3% May 1, 1990-95! 88} | 0013 9 








non yields are worked out on the assumption that all dated stocks will b- 


repaid at latest date. Such yields are marked ‘!’. To this rule there is one exception 
nats 4 cent) on which the yield is taken to earliest date and marked ‘e’ 
) Net are calculated after allowing for tax at 9%. in ¢ (f) Flat yield 


* Assumed average life 14 years 3 months 





Price, | Price, Yield, 
. 9, | Aug. 16,' Aug. 16, 
1 1950 1950 


Low 
% Ou | if 4 
ast dh id Australia 3}% 1965-69... .. oy | oT 5 . 
101 Birmingham 2}% 1955-57..|| 100} | 100} | 215 6! 
6 50 ¢| 60 c|/Anglo- meriean Comp. 10/-. | 68/4 6 
5 5 a@| 25 6 ||Anglo-Iranian Oil, {1....... oR! ot os 
a 71/6 the : re | ase Btn 

le a b ||Assoc. Port. Cem., Ord. 1) 82/6 | ° 

25/74} 17/03} 40 ¢| 40 c||Austin Motor, Ord. ee 24/45, 24/9 5 1 
70/7} 66/-| 17 | 17 a|\Barclays Bank, Ord.‘B’ (i..|| 68/- | 68/- |4 2 4 
145/- | 129/- | $19 6| +5 @|\Bass Ratcliff, Ord. {1...... 135/74 | 135/74 | 310 9 
98/- | 81/44) 8 @| 12 b|\British Oxygen Ord. fi... ||| 95/- | 95/- | 4 $$ 
39/3 | 32/1}! 2ha| 5 6 |iCourtaulds, Ord. {1....-...|| 36/10), 37/3 |4 0 § 
18/34 16/6| 5 @| 15 6 ||Distillers Co., Ord. 4/-...... 18/6 | 18/6 | 4 & 0 
2/9| & cl Be n Long, Ord. {i..... 32/6 | 31/9 |5 0 3 
63/6 | 59/-| 15 ¢| 15 ¢ Dunlop Rubber o/s | 60/9 | 4 
44/3 | 39/6| 34) 7 b|limp.Chem. Ind.,Ord. Stk (1) 41/6 | 421) 4141) 
109/44; 95/- | 1845! 134 ||Imperial Tobacco, {1....... 99/45 | 99/44 | 6 8 
31/3 | 29/7 | 2 4 Lancs. Cotton, Ord. Stk. 41. %/6 | %/9 |5 BR 
10 ¢ |\Lever & Unilever, Ord. {1..|| 38/9 | 389 17 
1 15 ¢ Brick, Ord. Stic {1:|) 56/3 53/9xr 5 UL 
45 6 ||Marks & Spencer (“A”). .5/-|, 75/9 | 76 oo 1 
17} 6 |\P’chin J’nson, Ord 31/6 | S/o 
P & O., Def. Stk. £1......./) 46/6 | 47/5 95 te 
+71 ¢ || Prudential, ‘A’ {1 ......... | ane 
12} c ||Stewarts & Lloyds, Det f. at Oe leg Ot 
$5 6 |/‘Shell” Transpt.,Ord. Stk. £1], 62/6 | 62/5 2 5 ¢ 
12}a || Tube Invst., Ord. Stk. oh 6 ts 315 0 
114 6 || Turner & Newall, Ord. Stk.{1)) 79/6 | 8) 1 a8 


Ord. Stk f1...\| 31/6 | 32/6 
15 a |iWoolworth (F W.) Ay 5/-\| 45/- 45/6 | 3 l6llm 





(a) Interim (6) Fina ic) Whole year. (@) fat. paid halt-yearly () To jatest 


redemption dave m) Yiew basis 35% im! Yield basis 265% alter 
capita: boous 


t Bree ot tax 
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THE ECONOMIST, August 19, 1950 


COMPANY MEETINGS 
pe 


LAND SECURITIES 
INVESTMENT TRUST 
INCREASE OF RENTS 


The nineteenth annual general meeting of 
the Land Securities Investment Trust, 
Limited, was held on August 17th in London, 


| Mr Harold Samuel, F.R.I.C.S., F.A.I. (chair- 


man and managing director), presiding. 

The following is an extract from his circu- 
lated statement: . 

The value of properties at cost to the 
group, after providing for amortisation to 
date, stands at £4,169,836, as compared with 
s figure of £2,391,908 for the previous year. 
This substantial increase has been brought 
about by the acquisition of Mayfair Court, 
Stratton Street, W.1, and other properties 
in the West End of London. 

Current assets amount to £778,970, in- 
cluding cash at bank of £719,869, and com- 
pare with a total of current liabilities amount- 
ing to £511,084. Rents, etc., receivable for 
the current year amounting to £282,299 are 
creater than the combined income of last 
year from rents, etc., receivable, less expenses, 
of £214,753, plus profits on sale of properties 
of £50,955. 

The balance attributable to the Land 
Securities Investment Trust, Limited, ex- 
cluding profit on sales of £86.963, less tax 
£45,066, which has been taken to capital re- 
serve, amounts to £62,165, as compared with 
(57,042. The latter figure, however, in- 
cluded profit on sale of properties. 

An interim dividend of 32 per cent., less 
income tax, has been paid on the ordinary 
share capital, and your directors now recom- 
mend the payment of a final dividend of 


| 48 per cent., less income tax. 


SUBSIDIARY COMPANIES 


Mr Harold Samuel also presided at mecet- 
ings of United City Property Trust, Limited, 
and Lansdowne House (Berkeley Square), 
Limited, held on the same day. In his circu- 
lated statement to shareholders of the fprmer 
company he said, inter alia: The purchase 
of the entire share capital of the following 
property-owning companies has been made: 

Rock PROPERTY TRUST, LIMITED.—The 
building known as “Clive House” is pro- 
ceeding satisfactorily, and it is anticipated 
that the Ministry of Works will take 
possession next November. 

BeLForT TRUST, LIMITED.—The Ministry 
are already in occupation on long leases of 
Ariel House and Lacon House, which have 
a total net floor area of 290.000 sq. ft. 

DEVONSHIRE House, Limirep. — This 
ompany owns a lease for 150 years on 
Devonshire House, Piccadilly. The present 
satisfactory yield should increase considerably 
when the upper part, which is used as 
Government offices, is de-requisitioned. 

The value of the properties at cost to the 
soup has increased from £900,435 to 
(2,818,937, and there are mortgages secured 
on these properties amounting to £2,200,672. 
The company has cnly received during the 
year a small income from the newly acquired 
Properties which will increase during the 
‘urrent year, but the full benefit will not be 
‘pparent for a few years to come. 

In the course of his statement circulated 
‘ec the Lansdowne House shareholders, he 
‘ad: The 4} per cent. mortgage debenture 
Stock has been replaced by a mortgage at 
4 per cent. The Minister of Works has 
cased approximately 75 per cent. of the 
letiable area at a rental of £72,500 per annum 
‘iclusive, tenants being responsible for all 
pulgoings. This lease is for 35 years from 
a ember, 1948, without option to break, and 

udes the sections of the building originally 
“quisitioned and held on lease. 
an case the report and accounts were 


AMALGAMATED 
ANTHRACITE COLLIERIES, 
LIMITED 


DIVIDEND PROSPECTS 


The 26th annual general meeting of 
Amalgamated Anthracite Collieries, Limited, 
was held on August 15th in London, Mr 
John Waddell, the chairman, presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts 
for the year 1949: 


The income available to the stockholders 
now becomes that arising from the operating 
group of Anthracite Holdings Limited, 
which, after providing for depreciation, 
income tax and other items, leaves a sufficient 
sum to provide for the annual charge on 
Funding Certificates, the cumulative prefer- 
ence dividend and to add a small amount 
to our carry-forward. 


Broadly, the company is almost being 
compelled to mark time until such time as 
the division of the global sum or colliery 
compensation can be ascertained, and the 
only satisfactory feature is that during this 
period we are not slipping back but are 
managing to hold our own and. consolidate 
the position. 


THE HOLDING COMPANY 


Anthracite Holdings may be the sole asset, 
and certainly will be the major asset, 
represented by the share capital. Fortunately 
this company hived off to Anthracite Hold- 
ings Limited, the non-colliery activities in 
1942, and it started off with and still has a 
capital of £1,150,000. I consider the trading 
record of this company to be excellent and 
that the management of it has shown con- 
siderable capacity in meeting a set of difficult 
circumstances. 


The average profits over the period 1942- 
1949. if fully distributed, would be sufficient 
to pay the full cumulative and participating 
dividend on the preference stock of 74 per 
cent. and 2 per cent. to the ordinary stock- 
holders, but only if the penal profits tax is 
abolished. I should like to emphasise the 
complete unfairness of this profits tax upon 
the equity stockholders in a company like 
this which has a heavy preference capital. 
I hope it will not be long before the Chan- 
cellor of the Exchequer realises the unfairness 
of the present method. 


PRESENT ACTIVITIES 


Broadly, the basic activities of Anthracite 
Holdings Limited, are in wholesale and retail 
coal distribution and exporting and shipping. 
But in addition we have cther activities of 
many years’ standing in engineering and 
manufacturing, wagon repairing, brickworks 
and various other small products. Our policy 
of becoming less and less dependent cn one 
particular activity is bearing good fruit, and 
a substantial proportion of the profits is now 
derived from activities other than those of 
coal distribution and exporting, which are, to 
a large extent, dependent on the policy of a 
nationalised industry. 


We have two new brickworks, which we 
have been building for two years, coming 
into completion during 1950 and we expect 
good results from them. Our coal export 
and shipping organisations are feeling the 
brunt—particularly on shipping—of very low 
freights. Our coal exporting business is 
expanding. The Holdings group is managed 
energetically and well and is constantly meet- 
ing fresh forms of competition and fresh 
economic conditions and meeting them suc- 
cessfully, and I think this Group will main- 
tain its already good record and surmount 
these difficulties successfully. 


The report was adopted. 
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OLDHAM AND SON 
LIMITED 


CONTINUED PROGRESS 
MR JOHN OLDHAM’S REVIEW 


At the thirty-first annual general meeting of 
Oldham & Son Limited, which was held on 
August 18th at the company’s head office, 
Denton, Manchester, the chairman, Mr John 
Oldham, O.B.E., J.P., who presided, said that 
the results now disclosed covered a period of 
only ten months, a change in the accounting 
date having been made for taxation and other 
reasons. Net profit to March 31st last 
amounted to £210,161, which was at the 
annual rate of £252,192, thus showing a 
substantially proportionate rate of profit to 
that of last year. 


It was proposed to adjust the final dividend 
for the ten months to March 31, 1950, pro- 
portionately, so that the yield to Ordinary 
shareholders remained unchanged. 

A very substantial part of the company’s 
business was derived from essential industries 
at home and overseas—mining and transport. 
Present-day methods of mining demanded 
the most modern portable lighting equip- 
ment, in which the company had specialised 
for over forty years. Total of Oldham 
miner’s lamps in use amounted to many 
hundreds of thousands, and the firm were 
now leading manufacturers of this equip- 
ment in the world. 

Continued growth of road transport re- 
quirements for public, commercial and private 
purposes had raised to high levels demand 
for electric storage batteries, and the number 
of Oldham batteries supplied to home and 
export markets continued to expand. 


FURTHER DEVELOPMENTS OVERSEAS 


Developments concerned with their asso- 
ciated company, Oldham & Son Africa 
Limited, were proceeding very satisfactorily, 
and this company were now the largest 
suppliers of portable lighting equipment to 
the gold mining industry in the Union. 

The French subsidiary, Société Francaise 
des Procédés Oldham, was now established 
in full manufacturing operation, and the 
entire supply of many thousands of Oldham 
lamps used in the French coalfields, as well 
as spares, batteries and technical service, was 
derived from this subsidiary. 

In India, manufacture of Oldham batteries 
and mine lighting equipment was fore- 
shadowed by completion of negotiations with 
the Indian Government for the establishment 
of a company under the title of Oldham & 
Son India Limited. Premises and land 
had been acquired in Madras, and manufac- 
turing was expected to commence early in 
the New Year. Oldham & Son England 
would have a 55 per cent. interest in the new 
project, the remaining equity being held 
jointly by the company’s Indian selling 
agents, the South Indian Export Company of 
Madras, and Mousell & Company, Limited, 
of Bombay and Calcutta. 

Concluding, the chairman said that the 
developments to which he had referred 
illustrated the broad-based character of the 
company’s business, the essential industries 
it served, and the increasing spread of its 
sales and services at home and overseas, and 
added that these factors were of importance 
in assessing the firm’s future prospects. 
Shareholders could, im his view, derive 
considerable confidence in the continued 
progress of the company. 

The report and accounts were unanimously 
adopted, and a final dividend of 10 per cent., 
as recommended, was approved, ing with 
the interim dividend of 15 per cent. paid on 
April 1, 1950, a total of 25 per cent. for the 
ten months, or at the rate of 30 per cent. 
per annum. 
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UNITED DOMINIONS 
TRUST LIMITED 


SERVICES TO COMMUNITY 
MR J. GIBSON JARVIE’S SPEECH 


The twenty-eighth annual general meeting 
of the United Dominions Trust Limited, 
was held in London on August 14th 

Mr J. Gibson Jarvie, the chairman, in the 
course of his speech, said: The parent com- 
pany is a banking concern and holds the 
shares of several subsidiaries, certain of them 
being specialised financing companies re- 
stricting their operations within particular 
industries. Our several but related activities 
create a unique and—subject always to Gov- 
ernment policy and _ tactics—profitable 
arrangement for stockholders, as the follow- 
ing information will show. 

At the end of the last financial year the 
figure of total group outstandings increased 
by £2,274,200 to £12,682,156 or by roughly 
22 per cent. Investment income at £69,375 
was practically the same, but gross profits 
of the group (excluding investment income), 
increased by £117,712 to £456,873 or by 
nearly 35 per cent. 


NEED FOR FURTHER CAPITAL 


The time is approaching when, subject to 
the approval of the Capital Issues Committee 
(to whom we have already made application), 
the issued capital must be increased if we are 
to respond to the expanding demand for our 
services. Through the varied facilities we 
furnish to industry and commerce we have 
rendered invaluable service to the country. 
Given reasonable freedom of action, under 
any sort of ordinary conditions, we can be of 
sull greater and essential use to the com- 
munity. 


To maintain and even improve our already 
strong position on our present capital re- 
sources is, your board believe, something 
which we are entitled to expect. 


GOVERNMENT’S OBJECT 


When the war ended the Government’s 
duty—and their great opportunity—was to 
create the conditions under which we, as a 
nation, could replace the capital destroyed 
by the war; refill the depleted national 
treasure chest; re-establish our position as 
the world’s bankers; rebuild our invisible 
exports ; maintain our armed strength ; and 
generally, recover our old place as a world 


power. But it was not to be. That grand 
comprehensive objective was subordinated to 
the Socialist ideal of a regimented State 
based on exploded Marxist theory. 

The present Government promised imme- 
diate demobilisation ; high wages and short 
hours ; and unlimited social services. They 
set out to kill capitalism—the only system 
which could have made their grandiose 
schemes even remotely possible. They are 
still determined to kill private enterprise ; 
they are out to punish by penal taxation 
those who may have inherited fortunes and 
those who may have been diligent enough to 
build fortunes in happier days. 


Surely we must see that, if we wish to 


regain our pre-eminence and to recreate the. 


wealth-producing services on which even the 
maintenance of our common standard of 
living depends, the class vendetta of the 
Socialist Government against the producers 
of wealth—as exemplified by punitive taxa- 
tion and Government controls—must cease 
before consequential inertia sets in 

If our country is to survive, and with it 
your group of companies as an integral part, 
I believe it is essential that a change of 
Government economic policy cannot longer 
be delayed. 


The report was adopted. 


GLOBE TELEGRAPH AND 
TRUST COMPANY, 
LIMITED 


CAPITAL REORGANISATION SCHEME 
SIR EDWARD WILSHAW’S SPEECH 


The seventy-seventh annual general meet- 
ing of this company was held on August 17th 
in London. 

Sir Edward Wilshaw, K.C.M.G., the chair- 
man, in the course of his speech, said: 

The profit for the year is £5,671 higher at 
£191,155. I feel certain, however, that your 
interest is less in the past, as represented by 
the accounts, than in the future as repre- 
sented by the capital reorganisation scheme 
to consider which meetings have been con- 
vened immediately following this meeting. 

I should like to correct an impression 
which appears to have gained some currency 
regarding the rate of dividend to be antici- 
pated in the future and also to make clear 
one statement in the circular concerning 
which I have received letters from some 
stockholders. My justification for doing so 
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now is that both points relate t inc 
which stockholders may expect ay sp 
the future. sire: 

The impression to which I refer ic 
the dividend to be anticipated on 
ordinary stock in the future is 4 per cent 
less income tax. I know of no grounds what 
ever for this assumption ; in fact, it ignore 
the assurance given by the directors revard. 
ing the future income which stockholder 
may expect to receive from the company, 

I have been asked by stockholders » 
clarify that part of the explanatory stat. 
ment which reads: “Whilst the earnings 
attributable to his £150 Ordinary stock = 
estimated to be at least £9 15s.—that is, » 
the rate of 6$ per cent. per annum befor 
deduction of income tax ; also to say whethe; 
this means that the payment of a dividens 
of 6} per cent. is to be anticipated. 


that 
the 


FUTURE EARNINGS 


It is in my opinion generally dangeroy 
to prophesy as to the rate of div.dends to 
be paid in the future, and for this reason 
care was taken in wording the sentence ig 
question with the express object of indicating 
that while no firm forecast was made as 
the rate of dividend to be paid, the earnings 
out of which any dividend could be paid wy 
equivalent to at least 6} per cent. of the 
revised ordinary capital. I will now read the 
relevant part of the written reply sent to 4 
stockholder who wrote to me on this matter: 

“.. . the words are intended to imply 
that the estimated future profits of the com- 
pany—after meeting all charges—are equiv:- 
lent to not less than 6} per cent. of the 
ordinary capital of the company as increased 
under the proposed capital reorganisation 
scheme. 

“This statement you will thus see refers 
to estimated earnings, not to dividend to be 
paid, and obviously the directors would noi 
commit themselves in advance about div- 
dends to be declared in the future. 

“You will note that it is confidently cx- 
pected that the future income (this means 
debenture interest and dividend to be r- 
ceived) from the company will exceed the 
presefit income (or dividend) received, ia 
spite of the fact that the holder will have 
already received a cash distribution of 20 per 
cent. on his existing stock. It is, of course, 
Obvious that this expression of opinion by 
the directors is capable of realisation only ! 
a dividend at the rate of approximately 5 pe 
cent. or more is paid by the company. 

The report and accounts were adopted, 
and the proceedings terminated with a voit 
of thanks to the chairman. 





NOTICES 


UNIVERSITY COLLEGE, EXETER 

Applications are invited for the 

ECONOMI 

The post is open to men and women. 

An honours degree in Economics is a requisite. 

be preferred who desire to teach Economic Theory, but candidates 
who can offer other specialities will be considered. 


LECTURER IN 


The salary scale for lecturers is 


including training of locally recruited 
their work. 


Salary scale £973-£1,218 a year. Cost of livin 


at low rental, Free passages. Income tax at local rates mu 
than those in United Kingdom. Candidates must be unmarried, 

c , Sraduates or holders of diplomas or 
certificates in social science. Experience as Children’s Officers or 


preferably between 26 and 


in rural development desirable, 


Further particulars and application forms obtainable on written 
request to Director of Recruitment (Colonial Service), Sanctuary 
Buildings, Great Smith Street, London, S,W.1, quoting reference 


27259/24. 


36 years of age and have some 
work, 
Balance Sheets : : 
economics and statistical me 


denhall Street, E.C.3. 


an of 


£1,400. 
Further particulars may be obtained from the Registrar. — 
HIS MAJESTY’S COLONIAL SERVICE 
MALAYA AND SINGAPORE 


Soctal Welfare Officer (Woman) required for general welfare duties 


‘ officers and. supervision of 
Post is on agreement for three years first instance. 


Weer industrial Company has vacancy in Investment 
Department for Senior Assistant. Applicants should be urder 
ical experience in investment 
An ability to appraise securities and analyse Com 
is necessary t with 

. Pension 
iving full iculars to Box Z%.G.415, Deacon's 


Candidates may froma 


September 4, 1950. 


Courses of stud 
B.Sc.Econ. and B. 


July 19, 1950, 
allowance. Quarters ee 


lower 


per annum 


er , for man 
some knowl of tsar ity.—Box 489, “aint scala sealiiclage seant ine ea Political 
fund rights. rite ADY graduate, ist Class. Honours Economica and 


;conomics 
Apvartising, 3A. L ave seeks post, academic or commercial, experience of bot! 
x 490. 


UNIVERSITY COLLEGE OF NORTH WALES, BANGOR 


Applications are invited for the post of Temporary Assistan! 
saatieee or Temporary Lecturer in the De 
The appointment will date from October 
salary will be between £450 and £750 p.a. 
Twelve copies of the application should reach the undersigned 
whom further particulars may be 


rtment of Economics 
. 1950, and the initia! 


obtained, not later than 


KENNETH LAWRENCE, Secretary and Registrar. 


SCHOOL OF ECONOMICS DUNDEE 
17, BELL STREET, DUNDEE 


are provided for the External Degrees 0! 


: m. in the University of London. 
Next Session begins Octo ard “ 


ber , 


APPLICATIONS are invited for the post of Deputy to the Drees 
of Personnel of a. well-known firm. 
qualifications are a University Degree, 
experience. . The duties 
interests. having a working knowled 
Trades Unions, etc. A commenci 
excellent prospects.—Pléas 
in confidence to Box 482. 
ENERAL Works Manager required by Midland firm employins 
G 1,000 people and engaged on the manufacture of light engineerins 
and leather consumer goods. Know 
tion planning and control desirable. 


: the desirable 
Ast austria training and 
require a man of broad education and 
of industrial or th 
salary of £1,000 per annum - 
e send full details of qualifications, ¢ 


udy and produc: 
, vi hte 50. ’ Salary £2,000 
with right experience, qualifications: an 
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JHE ECONOMIST, August 19, 1950 


EXCHEQUER RETURNS 


For the week ended August 12, 1950, 
ordinary revenue was 52,119,000, a 
ordinary expenditure of £49,610,000 and 


to sinking funds £420,000. Thus, including 
sinking fund allocations of £4,698,000 the surplus 
acerued since April Ist is £108,176,000 compared 
with £90,052,000 for the corresponding period a 


year ago. 


ORDINARY AND SELF-BALANCING REVENUE 


AND EXPENDITURE 


Receipts into 
Exchequer 
(£ thousand) 

















Statistical Summary 


CHANGES IN DEBT ( thousand) 


RECEIPTS PayMENTS 

































BANK OF 





total | Treasury Bills .... 1,080 | Nat. Savings Certs 500 
gainst | Tax Reserve Certs. 64 | 24% Def. Bonds... 140 
issues 3% Def. Bonds. ... 415 

23% Ter. Annuities 1,550 
Other Debt :— 
Interna) ....... 19 
Ways & Means Ad- 
Vances ....... a" 740 
1,144 3,364 





£ 
FLOATING DEBT Notes Issued:- 


(4 million) 


In Bankg. De- 
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ENGLAND 


RETURNS 


AUCUST 16, 1950 


ISSUE DEPARTMENT 


£ 
| Govt, Debt... 11,015,100 


In Circulation 1319,569,090 | Other Govt, 


Securities ... 1337,677,159 


partment .. 30,787,733 | Other Secs... . 797,292 








Esti- il 1,\April 1 “ Tre; Ways and Coin (other 
Revenne mate, | §o49 "| 1950 ] Week | Week Bills» Means than gold)... 510,449 
(1950-51 to to fended! ended Advances Amt.. of Fid. _——— 
Aug. | Aug. | Aug. | Aug. pees . ion leeue........ 1350,000,000 
13, 12, 13, 12, edd Public at Gold Coin and 
1950 | 1949 | 1950 ender; '@P 1 Depts Ene: Bullion (at 
yINARY j land 248s Od. per 
acest g | oz. fine)..... 356,823 
me Tad....5: 1388000) 289,868) 283,023 10,991) 12,006 2260+0 | 2228-14 312°: ane? a 
poe I . "** ¥99,000 28,700 29 1 1,100, 1,000 1350, 356,823 | 1350,356,823 
Estate, etc., Duties 195,00 68,100, 68,350) 3,200 2,300 


StampS....-+++s- 








800 | May 20] 5020-0) 1839- 





457- 









5707-3 









oe. 











| Securities..... 25,422,868 


Profits Tax .... —_ ie 5,600 — i} 5050-0} 1812- 430 5705°1 BANKING DEPARTMENT 

PBs sess eee : 

Other Inland Rev, | 80, ME in June -| 3070-0! 1838-2] 451 | 5729°4 £ £ 

SpecialContributn. 11,100; 2,2 500, 150 » 10} 3080-0) 1765-2} 413-2 ae 5638°4 Capital ...... 14,553,000) Govt. Secs.... 591,486,441 

| ito » 17}3090-0! 1784-8] 411-9} 2- 5638°7 POM cans . 3,851,929 Other Secs.:~ 39,673,383 

Tota) Inland Rev. 2028000) 516,008, 479,828) 22,301) 22,106 » 24} 5100-0 | 1769-7] 421-4] 4-0 5645-1 | Public Deps.:- 259,540,405) Discounts and 
rere feet a0 4856-9 404-2 | 12-5 5623°6 Public Accts.* 13,021,875| Advances... 14,250,515 

Customs.....0+++ $70,650) 286,861, 308,950, 14,810, 16,604 H.M. Treas. 

Excise ...0.200. 267,595 268,900) 15,995 9,500 | July 8) 5120-0 2034-9] 587-4 3917-3 






Escise .......% 1 30,805) 26,104 


Motor Duties 
Serplus War Stores 
Surplus Receipts 
from Trading... 
P.O. (Net Receipts) 
Wireless Licences. 
Sundry Receipts. . 
Miscell. Receipts 
(in. Crown Lands) 


Total Ord. Rev.. 3897800}1160053 113704 73,550 52,119 





Se_r-BaLANCING 


Post Office. ...... ras 58,000! 58, 4,900 2,500 


Income Tax on 

















1,589 1,048 
19,817 21,09% 443 644 






























» 1] 3220-0| 2046-9} 380-9 | $F 5919-3 


= » 2213130-0| 2025- 


596 +2 ba 5932-1 








| 2,000 


TREASURY BILLS 


if million) 















Average 
Rate 
tf Allot 








Amount 
Date of 


i i A llotted 
Tender 5; 
a “Sa Allotted 













210-u | 275-7 | 210-0] Ww 6-03 70 
E.P.T. Refunds 5,700; 3,267 3,57 270 120 ea : 
aioe hice iaeintafi ioe 240-0 | 315-0) 240-0] 10 3-03 | 58 Soa Ore 
f a ‘ 2 . . 2 *G «is €} . eo s 
Total . _... 4075650 1221320 1199118! 78,720 54,739 Decl meel Bonin Notes in circulation... 
ssues out of the Exchequer Notes in banking depart- 
to meet payments June z | 240-0 | 543-5 | 240+ 10 2°64 57 _ Ment .......eceeeeee. 
({ thousand) . 9 | 240-0 | 317-6 | 240-0] 10 3-08 67 Government debt and 
| Esti- [April 1,jApril 1! » 16 | 240-0 | 299-6 | 240-0] 10 3-33 75 Cun 
Expenditure | 1980 3 1949 1950 | Week | Week , 23 | 240-0 | 315-4 | 240-0 ” 5-06 S a SECUTILIES..+++++- 
«0 OD. ¢ . . POND ccc cesar eeeeeseeees 
hae to ended | ended 30 | 240-0 | 302-4 | 240-¢ 0 32 Valued ais. per fine os... 
13, | July ¢ | 240-0 | 306-4 | 240-0] 40 sely 12 Banking Dept. :— 
194 , 44 | 240-0 | 327-1 | 240-0] 10 2-90 63 Deposits :— 
TADINARY ; ", 221 | 240-0 | 335-4 | 240-0] 10 2-78 60 Public Accounts ....... 
EXPENDITURE ” 28 | 240-0 | 340-8 240-0] 10 2-72 58 ee Special Account 
Int. and Man. of 325-7 a 1 PR] 64 GME oso bash dn occiaie 
Nat. Debt..... | 490,000] 149,300) 147,120, 2,509 3,273 | Aug. 4 | 250-0 | 485-7 259-0 - Fee are, ~* val Seasdaad pea 
Payments to N.; i . 11 | 240-0 | 304-8 | 43-41 10 3 32 73 —aae 
Ireland ---| 36, 11,581) 12,19 * On August llth applications for 91 day bills to be paid Gawerbenent.c... vac ce'cok 
Other Cons. Fund from August 14th to August 19th were accepted dated Discounts, etc..........: 
Services.......) J, 4,973, 3,71 j 17 Monday to Saturday as to about 73 per cent of the amount | Other ................. 
nl ctennri en ——— | applied for at £99 17s. 5d., and applications at higher 
Total ........... | S37; 165,854 163,025 2,509 3,290 | prices were accepted in full. Treasury Bills to a maximum 


Supply Services .. 2918069, 899,543. 861,145) 30,100 45,900 


Total Ord Expd.. 3455069.1065397 1024170, 52,609 49,190 
Sinking Funds... . ee 4,604 4,698] 475 — 


Total (excl. Self- | 


Bal. Expd.).... 3455069 1070001 1028868, 33,084 +9,610 


Seuy-Bar anc ING 


Pest Office... 172,150) 58,000 58,5001 4,900 2,500 


Income Tax on 


E.P.T. Refunds 5,7 3,267, 3,574, 270 120 


_—— — 


Total 





NET RECEIPTS (£ thousand) 
Lad Settlement (Facilities) Acts, 1919 and 192 . 
“ton (Centralized Buying) Act, 1947, s. 21(3) ... 


a NET ISSUES (£ thousand) 

Wsi Olfice and Telegrs : 

EPY ooh ee (Money) Act, 1948 .... 
Export Gnarantees Act, 1949, s. 3(2) ies. ; ; =. 


Loeal Authorities s Ac 
Coal Industry Mationallontign Aer Sak 


Pimance Acts, 


Nationalisation Act, 1946, s. 34(1). 
1946 and 1947 (Postwar Credits)... . 


iis aa 3632919 1131268 1090942 38,254 52,230 
After decreasing Exchequer balances by £ 

af 2 S by £282,873 to 

eal, the other operations for the week decreased 
gross National Debt by £2,219,992 to £26,153 million. 


of £240 million are being offered for August 18th. For | 0 © © 
the week ending August 19th the banks will be asked | « Proportion ”.......... 
for Treasury deposits to a maximum of {£25 million at 
182 days. 





NATIONAL SAVINGS 
({ thousand) 
Week Ended 


Aug. 6, | Aug. 5, 
1949 | 1950 


million on June 27, 1950. 



















} 





erty 


MEBs. . vase v aces 1,200 | 1,600 





























Repayments ..........-- 2,050 2,800 
Net Savings ......+.+s-- 
Defence Bonds :— 
OOO sis ins ink canes 325 
12 Repayments ...........- 805 | 1,070 ; 
bossa 12,969 





430 Dr 745 


Net Savings ......... 6 dia 
P.O. and Trustee Savings 


4,515 1950 





Special Acct. 246,518,530) 



























SILVER 


London INew York) Bombay 


Other Deps.:- 390,328,870! 





S 
9 
9 
. 2913140-0: 1969-4] 382-8 a 5897°2 Bankers..... 292,508,694 | Notes. ..... «+ 30,787,733 
Other Accts..... 97,820,176| Coin....... =e 6,326,647 
216 51 3140-0 | 1934-9 5854-3 | een 
1 3140-0 1936-0 5854-7 668,274,204 | 668,274,204 


* Including Exchequer, Savings Banks, Commissioners 
of National bt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 


1950 





Aug Aug. | Aug. 
2 9 16 









} 


: 1328-9 1329+ 3/1319-6 
j i 
21-5, 22-0) 30-8 


349-3 1349-0/1348-7 
0-7) 0-7) 0-8 
0-4) 0-4 0-5 

48/0 _ 248/0 

j i 
j ; 

31-2} 15-8 13- 

246-5 246-5) 246- 

293-1 285-7) 292- 
98-6 97-9 97- 

649-4; 645-9 649- 


0 
5 
5 
8 
8 

596-1| 600-3 591-5 

14-8 11-1) 14.2 

28:6 25:4) 25-4 
639-5 636-8) 631-1 
28-2; 27-5; 37-1 
™ | & % 

7 


4-3, 4-2) 5 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from {1,300 million to £1,350 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fime ounce on 
September 19, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 








Banks :-— on pater 
oe DUNES ins cas nrevesss 12,424 | 13,203] 226,321 trae meee per tola 
Repayments ..........-- 14,298 | 16,210 | 249,125 | — 

320 nonin niiin nana nee inn meer Ss. a. : 
SAVINGS «000s seeds De 1,874 Dr3,007 (Dr22,804 | Avg. 10.. 179 12 43 
190 co aienre tne ae anon is » ii.. 179 (14 114 CO#& 
3,100 | Total Net Savings...,..... 73,154 Dr4,952 WDr52,523 » wc 178 °°? 14 232 
1.000 | Interest on certificates repaid 10,262 oe  aats 179: 2 1144 «8 
"339 | Interest accrued... .... 43,171 BBs Market 
—_—_| Change in total remaining “6 a 178 14 | 14 (3 
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New Trade Connections 
Assistance in arranging desirable trade connections 
in Canada is readily available through the Royal Bank. 
Address inquiries to the Foreign Business Department 

at either of our London Offices. 


London Offices— 
6 Lothbury, E.C.2. B. Strath, Mgr. 
2-4 Cockspur Street, S.W.1. L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA ) ver 73? branches in 


Of Canada, the West Indies, 
me ae west ccd atte ete 
Offices in New York & Paris 

Incorporated in Canada in 1869 with Limited Liability. 






REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1. 









ANNUAL INCOME EXCEEDS £18,000, 000 
ASSETS EXCEED €112,000,000 
CLAIMS PAID EXCEED €207 000,000 


(1949 Accounts) 


NATIONAL BANK OF INDIA LIMITED 


NOTICE IS HEREBY GIVEN that the Transfer Books of the Bank 
will be closed from August 23rd to September Sth, both days 


inclusive. 
By Order of the Board, 
T. T. K. ALLAN, General Manager. 
26, Bishopsgate, London, E.C.2, August 15, 1950. 


“CITY OF JOHANNESBURG 
FIVE PER CENT INSCRIBED STOCK, 1950-60. 


NOTICE IS HEREBY GIVEN that in order to prepare the warrants 
for the final interest payment due October Ist. next, the balances of 
the several accounts in the above-mentioned stock will be struck on 
September 2nd, when the books will be finally closed, and all interest 
on the stock will cease. 

For Barclays Bank (Dominion, Colonial and Overseas), 
(London Registrars of the above Stock). 
G. A, D. HARRISON, Acting Manager. 
Circus Place, London Wall, E.C.2. August 14, 1950. 


GOVERNMENT OF SOUTHERN RHODESIA 
FOUR AND A HALF PER CENT INSCRIBED STOCK, 1958-68. 
NOTICE IS HEREBY GIVEN that in order to prepare the 
Warrants for Interest due October Ist next the BALANCES of the 
several Accounts in the above-mentioned stock will be struck on 
the night of September ist, and that on and after September 2nd 
the stock will be transferable ex dividend. 

For Barclays Bank (Dominion, Colonial and Overseas), 

(London sate er of the above Stock). 


. A. D. HARRISON, Acting Manager. 
Circus Place, London Wall, E.C,2, 


August 14, 1950. 

CANADIAN PACIFIC RAILWAY COMPANY—(Incorporated in 
Canada with jimited liability)—DIVIDEND NOTICE—ORDINARY 
CAPITAL STOCK,—At a meeting of the Board of Directors, held 
today, a dividend of two per cent (fifty cents per share) on the 
Ordinary Capital Stock in respect of the year 1950 was declared 
payable in Canadian funds on October 2, 1950, to shareholders of 
record at 3 p.m. on August 23, 1950. Net Earnings from railway 
operations for the six months ending June 30th, though showing a 
substantial improvement over the rn period of last year, 
are still insufficient for the paying of any dividend. While hopeful 
that better results may be achieved in the last half of the year, 
the Directors point out that the dividend declared today is attribut- 
able solely to the Company’s income from other sources.—By Order 
of a FREDERICK BRAMLEY, Secretary. Montreal, August 


5 Tea ees Accountant and A.C.W.A. (42), 
4A wishes senior appointment with progressive organisation offeri 

scope and prospects. Extensive experience, professional, com- 
mercial, trade associations, financial investigations.—Box 471. 


tution tor B«9C.EGON, 





Tuition for 


The Londos University B.Sc. Koon. Degree ts a valuable qualification for statistical, 
research, and welfare work in commerce and industry, and for teaching or administrative 
posts under Education authorities, ete. The degree is open to all without University 
residence. you aay prepare for the tree examinations at home under the experienced 
— Wolsey Hall (est. 1894): fees are reasonable, and may be paid by instalments, 


Prospectus from the Director o! 
Studies, Department PI7, 


WOLSEY HALL, OXFORD 









by > TD., + 
yder Street, St. James’s, London, $.W.1. U.S. Representative - x 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 
AUTHORISED CAPITAL on one aie «x» £4,500,000 
CAPITAL FULLY PAID ines see ess «++ £2,400,000 
RESERVE FUND & BALANCE carried forward vee €£3,191,431 
DEPOSITS & CREDIT BALANCES 


as at 28th February, 1950... ... £97,496,9m2 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland 
London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, w. 




















TRADING OR ESTABLISHING 
in CANADA or the WEST INDIES? 


If you are trading with or contemplating establishing a plan 
in Canada or in the West Indies, we can be of help ova 


Through 330 branches across Canada and 23 in the West Indies, 
we can provide information on business conditions, exchange 
regulations, exports and the establishing of branch plants. 


Your enquiries will receive prompt and courteous aliention. 


THE BANK OF NOVA SCOTIA 


108 Old Broad Street, London, E.C.2. 
Established in Canada in 1832 with limited liability. 


UNIVERSITY OF NATAL 


SOUTH AFRICA 


Applications are invited for the following posts in the Department 
of Economics: 

Senior Lecturer: Men £600-£900: Women £550-£725. 
Lecturer: Men £550-£725; Women £425-£600, 
Research Assistant: £350-£450. 

The present Cost of Living Allowance is £57 (single) and £28 
(married). 

Further particulars and information as to method of application 
are obtainable from The Secretary, Association of Universities of 
the British Commonwealth, 5, rdon Square, London, W.C,L 
Closing date for the receipt of applications is August 31, 195). 


OUR APPOINTMENTS BUREAU WELCOMES ENQUIRIES 


from Professional Men, Directors and Higher Executives who 
have vacancies for secretaries with a University standard of train- 
ing. For interview by Employers, students are selected from among 
those who have —— eted their course with the full London College 
Diploma. In accordance with our é@stablished custom, no fees are 
charged for this service. Please write or telephone to: — 


THE APPOINTMENTS DIRECTOR, 
THE LONDON COLLEGE OF SECRETARIES 
170, _Queen’s | Gate, London, S.W.7. KENsington 3228. 
h ARRIED MAN, aged 40, possessing considerable practical and 


executive experience seeks outlet for energy and experience. 
Public School. Seventeen years’ experience in f business at home 


and abroad, producing, importing, wholesaling, also 3 years’ practical 
retail. Infantry oaices then 486. z 


(COMPUTING and statistical help by experts. Data of all types 
\ analysed, with statistical tests if required. LAN. 1157. 


WANTED, Back Numbers RECORDS AND STATISTICS.—Box 13! 
ee 


MURRAY-WATSON 


Advertising & Marketing 
Home and Overseas 


a 


58, BROOK STREET, LONDON, W.1. GROSVENOR 3503- 
DUDLEY WORCESTERSHIRE. DUDLEY 3162 


scoiliaiis 


4, W.C2” Published Tue Economist Newsrarer, LT» 
S. Farley, 111, Broadway, New York, ete . August 19, 1959. 





